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U. S. ENTERPRISE RESPECTS NO FENCES! 


Accorpinc TO established tradition, as 
well as Communist ideology and propa- 
ganda, American business enterprise is a 
compartmentalized and pyramided affair. 
The national economy, in this view, is 
neatly divided into a number of indus- 
tries, great and small, and in each of these 
there will always be found a Big Eight, a 
Big Six, a Big Four, or a Big Two, as 
the case may be, dominating the rest. 
Though this is no doubt a handy way of 
simplifying economic analysis, this whole 
approach seems to be getting out of touch 
with the basic realities of American busi- 
ness. 

As science and technology advance, the 
lines that separate one kind of business 
from another tend to melt away. Cor- 
porations in one field of endeavor find 
themselves naturally slipping into another 
without giving up the first, but also with- 
out the kind of gigantic mergers that 
rightly bothered the early trust-busters. 

As a prime example, take what recently 
happened in the disposal of synthetic rub- 
ber facilities which the government built 
up during World War II. These plants 
were supposed to pose an_ intractable 
problem for policy makers. If the gov- 
ernment kept them, it was clearly toying 
with socialism, but if it sold them, it 
feared they would be gobbled up by the 
Big Four of rubber. 

U. S. business made this whole discus- 
sion academic. When the bids for the 
synthetic plants were opened, they in- 
cluded not just the rubber companies but 
some 30 other firms. Among them were 


oil companies, crosses between the two, 
and even one shipping firm. 

The bidding clearly showed the domi- 
nance of the Big Four in rubber is a myth. 
What it also dramatized is that petro- 
chemical developments in the oil industry 
and the normal development of the chemi- 
cal industry have been going on at such 
a pace that it is all but impossible to say 
where one begins and the other ends. 

But it is not only in these logically re- 
lated fields that Nature gives the lie to 
easy compartmentalization. Traditionally, 
the soap business is supposed to be all but 
monopolized by Lever Brothers, Procter 
& Gamble, and Colgate. So, to the de- 
light of the housewife, along comes Mon- 
santo with a new detergent which has 
temporarily stolen the show. 

Nor does the compounding of compe- 
tition stop here. In most durable goods 
and other consumer lines, competition is 
all but unlimited. Frigidaire used to be 
a unique name in home appliances. Now 
the field is flooded by many an independ- 
ent, as well as by the whole electrical in- 
dustry—GE, Westinghouse, Philco, etc. 
Bottling used to be a pleasant snug har- 
bor for a number of outfits, but now the 
canners have made life uncomfortable 
for them in milk, beer, and soft drinks. 
And, for a final example, who could have 
predicted that a little firm like Walter 
Kidde & Co., which started in fire ex- 
tinguishers, should now be dramatically 
pressing forward in peacetime atomic 
energy development? 

No doubt atomic energy will further 
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upset the American industrial landscape 
as time goes on, provided it can be dis- 
entangled from too much government 
ownership and regulation—which, as the 
example of Russia and its satellites proves, 
is the real threat to the free society. 

If the government can continue to 
divest itself of industrial assets, and if 
Congress amends the anti-trust laws to 
outlaw “price maintenance,” as well as 
price fixing, American industry can safely 

—Barron’s, June 


be allowed to go its own way despite the 
bigness of some of its units. As a pam- 
phlet of The Brookings Institution re- 
marked some time ago, “the top is a slip- 
pery place” for any corporation. It is 
particularly slippery in a day when cor- 
porations in one field have learned to slip 
over the fence into the other fellow’s 
backyard and compete with him—to the 
ultimfate benefit of the investor, the 
worker, and the American consumer. 


14, 1954, p. 1:1. 


AUTOMATIC CONTROL: TODAY’S INDUSTRIAL REVOLUTION 


From PROCESS plants to assembly lines, 
from metalworking job shops to insurance 
offices, a new industrial revolution is tak- 
ing place today. Its concepts are rooted 
deep in the past, but, united by recent 
technological advances, they are emerging 
as a powerful new force. 

The ability to create machines that can 
perform the functions of control and of 
data processing—as well as the heavy 
labor of our society—lies at the heart of 
this revolution. The widespread applica- 
tion of these machines, and of the prin- 
ciples which underlie them, is bringing 
about some of the most fundamental 
changes our economy has ever experienced. 

Cost reductions, increased uniformity 
of product, safer working conditions, 
and improved operations in both plant and 
office, together with higher output and 
less waste, are the most obvious of these 
changes. However, new products and 
services, resulting from the use of auto- 
matic control in both production and cleri- 
cal operations, are also very important. 
The production of fissionable material for 
either military or peacetime use or the 
manufacture of such a new and widely 
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used product as polyethylene, requiring 
exquisite timing and coordination of 
many variables, would be impossible with- 
out the use of automatic control. 

Products incorporating automatic con- 
trol as an integral part are already open- 
ing new markets. Electronic computers— 
which will be a $1 billion industry by 
1960, according to a recent Stanford Re- 
search Institute study — and tape-con- 
trolled machine tools depend upon auto- 
matic control equipment for their opera- 
tion; they do not merely use it in a peri- 
pheral manner to make their operation 
more automatic. These machines are the 
vanguard of new lines of commercial 
equipment that are beginning to emerge 
as peacetime counterparts of such mili- 
tary devices as guided missiles, drone 
planes, and radar-controlled anti-aircraft 
guns. 

Increased productivity of our labor 
force and capital equipment is a further 
result of today’s industrial revolution. In 
the process industries—where automatic 
control has been used most extensively— 
labor productivity has markedly outpaced 
the aggregate national gain of 2 to 3 per 











cent per year, while the use of capital 
equipment for 168 rather than 40 hours 
per week has resulted in a correspond- 
ingly greater return on capital investment. 

The main problem of our new industrial 
era at this stage is one of application, 
rather than of technology. In addition 
to discovering what can be done with au- 
tomatic control, we must also decide what 
we wish to do with it. 

In seeking ways to apply automatic 
control most advantageously, it is neces- 
sary to consider such basic needs as: 

Redesign of product, process, and 
equipment. No better example of com- 
plete process redesign for automatic manu- 
facture could be found than the change 
from batch to continuous processing that 
has taken place in petroleum refining and 
chemical manufacturing during the past 
generation. Often the full benefits of 


completely automatic control can be real- 
ized only through such a basic change in 


process. 

Integration of manufacturing and data- 
processing steps into logically planned se- 
quences. Automation is creating an in- 
creased awareness of the value of careful 
planning. Surprising as it may seem, the 
absence of logical analysis is often still 
a major obstacle to the application of au- 
tomatic control in shop and clerical work. 

Systems planning. It would be self-lim- 
iting to regard automatic control merely 
as a means of providing gadgets with 
which to make today’s machinery auto- 
matic. The real significance of automatic 
control is that it permits us to analyze 
our production processes and our data 
processing on an entirely new level and 
to create far more efficient means of pro- 
duction. 

No one can long consider the funda- 
mental nature of the Second Industrial 
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Revolution without raising the question: 
What will it mean to society, and par- 
ticularly to labor? Here are a few of its 
most probable effects: 

More goods and services will be pro- 
duced, many of which will be new. 

The work week will continue to de- 
crease, and it is entirely reasonable to 
expect a three-day week end within the 
next decade. 

Service industries, including recreation 
and travel, will claim an increasing share 
of the gross national product as our leisure 
increases. 

Labor will be upgraded. The Second 
Industrial Revolution will largely elimi- 
nate the repetitive tasks of machine op- 
eration and routine clerical work. Opera- 
tors will be free for work requiring a 
larger proportion of creative capabilities. 

The premium on engineers and techni- 
cal training will continue. New kinds of 
technicians, having the broad understand- 
ing necessary to qualify as systems engi- 
neers, will be needed. 

Increased skill will be required by man- 
agement to run tighter organizations. 
With decreased in-process inventory and 
short change-over time on the factory 
floor and in the office, management will 
have to react quickly to changed market 
conditions. Rapid decisions, based on a 
high level of judgment, will be more nec- 
essary than ever. 

Automatic factories will not be work- 
erless factories. The worst mistake that 
can be made in assessing the effect of au- 
tomatic control on labor is to use “obitu- 
ary accounting’—that is, to add up the 
number of workers replaced by machines 
and tag the end result as “unemploy- 
ment.” More sophisticated economists 
would call this “committing the lump-of- 
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labor fallacy,” which assumes that only a 
set number of jobs exists in our economy. 

Since we have what is perhaps the most 
dynamic and productive economy the 


art, travel, music, sports, and leisure. 
We must show the same responsibility 

and humility in employing the new tech- 

nology of automatic control as in using 


any of the powerful forces we have cre- 
ated. If we act as responsible human be- 
ings in using this technology, we have 
within our grasp a means for raising not 
shall find that we have created new, only the material welfare of our civiliza- 
uniquely human needs—needs for books, tion but its dignity as well. 

—JOHN DieEBOLD. Automatic Control, July, 1954, p. 7:8. 


world has ever known, our needs increase 
continually. As we satisfy our material 
needs for food, clothing, and shelter, we 


How Presidents Ruin Men 


THE EASIEST WAY to wreck a man’s life is to promote him—into the wrong job. 

You take a good salesman off the road and call him a district manager, or even 
sales manager. Later, you learn that you lost a salesman but didn’t gain a manager. 

You can’t kick him downstairs, so you fire him. He goes job-hunting and his 
record says he’s a manager, so he lands another manager's job, flops again, and 
so on. If he’s lucky, he'll wind up back on the road, but he'll be embittered for life. 

His failure is really yours, because you failed to spend enough time on selection. 
You may have even put him through some kind of elaborate training course, but 
you forgot that an ounce of selection is worth a pound of training. And you didn’t 
do him the favor of firing him as soon as he should have been bounced, which was 
when you first recognized he didn’t have what it takes. And that may have been 
his first month in the job. 

Training is a good thing, but what the field seems to lack is a training course in 
selection, particularly at the executive level. We may have learned how to select 
punch press operators and typists, but we don’t spend enough time thinking about 
the selection of men for upper level jobs. 

This may be the age of specialization, but at the top are specialists in nothing, 
jugglers of everything—management. The list of successful company presidents 
shows former lawyers, engineers, salesmen, and accountants. But they are not 
successful presidents just because they were good lawyers, engineers, salesmen, or 
accountants. They're successful because they know how to learn why about a lot 
of different things. And they're where they are because someone else worried less 
about training them and more about selecting them. 


—Here’s Rogers Again (Rogers Corporation, Goodyear & Manchester, Conn.) 








CORPORATE GIFTS TO HIGHER EDUCATION: Colleges and universities received about 
$30 million of the total of $300 million given by corporations to educational, 
scientific, and welfare organizations in 1952. The total tax-exempt corporate giv- 
ing of $300 million represented less than % of 1 per cent of taxable income, ac- 
cording to a recent estimate by the Council for Financial Aid to Education. Small 
companies, according to the Council, gave 1.3 cents out of each dollar of net 
income; medium-sized corporations contributed 0.8 cents, and large corporations 
gave less than 0.5 cents on each dollar of taxable income. 

—The 


Controller 3/54 
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MUST EXECUTIVES DIE YOUNG? 


W uy stout today’s business man 
have a shorter life expectancy than either 
his contemporaries or his counterpart of 
a century ago? Science has the techniques 
to reverse the trend, but it is up to the 
business man to avail himself of these ad- 
vances. 

Most diseases are minor matters to be- 
gin with—curable, correctable, control- 
lable. They kill only if they go unde- 
tected long enough. Detected early, they 
seldom even interfere with a man’s job. 
It stands to reason that all executives 
should insist on regular medical check- 
ups not only for themselves, but for their 
associates, both for their own sakes and 
for the sake of their companies. Unfor- 
tunately, they don’t. The common excuse 
is always: “I don’t have the time now!” 

If the executive owes it to himself to 
submit to thorough medical examinations 
regularly, the company also owes it to 


itself to see that its key personnel have 


the opportunity automatically. A man 
who assumes he is in good health, but 
really isn’t, can impair the morale of an 
entire organization. On the other hand, 
slowing down inevitable human deprecia- 
tion is simply good business routine in 
protecting an investment at least as sig- 
nificant as the investment in plant. 

Systematic executive examinations are 
strictly diagnostic. Their purpose is to 
inform the executive of his true condition. 
If examination indicates treatment of any 
kind, the examining physician so ad- 
vises the executive, who then consults his 
own doctor. The company usually pays 
the bill for the check-up, including non- 
routine tests by specialists, but treatment 
is generally arranged and paid for by 
the executive himself (or his individual 
or company-sponsored insurance). 


562 


Some companies use the executives’ 
personal physicians for all examinations. 
More use a company-employed doctor, 
while the majority employ a company- 
selected doctor or clinic. The latter sys- 
tem affords maximum uniformity of in- 
formation and assures desired clinical 
standards. Clinics cooperating with in- 
dustry for executive examinations are 
available all over the country. 

That the results of the examination are 
entirely confidential between the indivi- 
dual and the examining physician seems 
to be almost axiomatic in most of the 
companies offering check-ups. They act 
on the theory that a man intelligent 
enough to be an executive will take posi- 
tive corrective action when told he has a 
disease. Besides, response by the execu- 
tives generally tends to taper off if the 
information is not strictly confidential, 
unless the program is compulsory. 

Although most companies avoid com- 
pulsion in their executive examination 
programs, some put whatever pressure 
they can for participation in their volun- 
tary plans. (The rate of participation 
averages 82 per cent.) However, there 
is danger that too much stress on this 
matter may generate a resistance to the 
examination program. 

Policies vary on frequency of examina- 
tion. The typical program offers an 
annual examination to all executives, re- 
gardless of age or health status. Medical 
directors find little logic in this, arguing 
that years and symptoms indicate different 
frequencies for different individuals. One 
program, timed on a sliding scale, provides 
triennial check-ups for executives under 
30, biennial for those 30 to 40, annual 
for those 40 to 60 and semiannual for 
those older. Another formula uses fre- 
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quency of sick leave as a criterion for 
check-up frequency. Still another system 
is based on physical condition entirely: 
executives with no known abnormalities 
being examined every two years, others 
more frequently. 

The typical health examination program 
for executives is sound preventive medi- 
cine. General Motors has some 3,600 ex- 
ecutives eligible for its medical checkups; 
98 per cent of them participate in the 
program. When General Motors started 
the plan in 1944, it was losing 38 execu- 
tives a year through death; five years 
later, with twice the number of execu- 
tives, the death toll had been reduced to 
29. 

One General Motors executive owes his 
promotion rather than his life to the plan. 
He was slowing down prematurely; 
shortly after he was passed over for ad- 
vancement, he was called for his exami- 


nation. He was told he had a peptic 
ulcer. His morale flourished as the ulcer 
diminished, and within a year he was so 
much his old self that he was jumped 
to a top job in the division—with a $5,000 
raise. 

Medical examinations occasionally save 
lives, too. More often, they spot minor 
imperfections that are correctable to a 
degree, improving the individual's health 
and efficiency. But they also offer a 
significant boon to the man who really 
has nothing wrong with him. That man 
can stop fretting about fleeting “symp- 
toms,” for he knows that if anything is 
at all wrong with him, his next physical 
will spot the ailment at its earliest—and 
controllable—stage. The mental uplift 
given by a “clean bill of health” results 
in immeasurable benefits for the executive 
and his company. 


—Management Methods, July, 1954, p. 9:4. 


NEEDED: MORE HELP FOR COLLEGES 


As every schoolboy knows, the impor- 
tant raw materials of industry are coal, 
oil and iron. But, as every business man 
knows, the most important raw material 
of all is the schoolboy who, as a trained 
college graduate, will run the U.S. in- 


dustry of the future. Today, U.S. in- 
dustry is faced with a tight shrinkage of 
such manpower; it needs not only more 
but better trained college graduates. 

To help get them, many a business 
man believes that corporations must (1) 
provide much of the cash needed by col- 
leges to expand their facilities and im- 
prove their teaching, and (2) work more 
closely with colleges on business's needs. 

While there are a few business men 
who still regard college professors as 
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fuzzy-minded and likely to be radicals, 
and a few educators who still look on 
business men as mere money-grubbers, 
the mutual distrust has generally dis- 
appeared in the face of mutual need. 
The rapidly expanding U. S. economy 
has made college graduates more im- 
portant than ever to industry. In turn, 
universities must depend increasingly on 
corporations for contributions, — since 
high taxes have all but cut off the flow 
of the big individual contributions that 
built the private schools. 

Few people know how much industry 
already contributes. In 1954 business will 
donate well over $60 million to private 
U. S. colleges, plus additional funds for 
research and equipment. Du Pont will 
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parcel out more than $700,000, most of 
it for chemistry students and research. 
Union Carbide has gone even further. It 
is planning a $500,000 program which 
will eventually provide 400 scholarships 
a year for more than 30 colleges to ad- 
minister without strings of any kind. 

But even this help is not nearly enough. 
The U.S. private educational plant is in 
financial trouble. An estimated 50 per 
cent of the private colleges operate in the 
red. At present, a large amount of cor- 
porate help covers just tuition, about half 
the cost of putting a student through 
school. Educators are also concerned 
about the sporadic nature of donations— 
a flood in high-profit years, a trickle in 
bad. Furthermore, too many contribu- 
tions are donated for specific scientific 
projects which tend to unbalance the col- 
lege as a whole by building up one de- 
partment at the expense of the others. 
Universities need unrestricted funds. 

Business men themselves are not happy 
with the results of heavy specialization. 
They have found that engineering grad- 
uates are often so unschooled in the hu- 
manities that they talk and write badly 
and lack the wide background needed to 
become executives. Says A. A. Stam- 


baugh, board chairman of Standard Oil 
of Ohio:, “Real leadership is compounded 
of the broadening cultural influences of 
liberal arts colleges. Industries have lots 
of men worth $10,000 a year, but can’t 
find many worth $100,000.” 

Increasingly, corporate gifts are com- 
ing to be regarded as a blue-chip invest- 
ment that will eventually pay heavy divi- 
dends. Some 1,500 companies have learned 
that the best way to give is through cor- 
porate foundations. By investing heavily 
in periods of high earnings, a backlog 
can be accumulated to insure a steady 
stream of funds, thus enabling educators 
to plan years ahead. But corporations still 
contribute far less than they are entitled 
to by law as a tax deduction (5 per cent 
of their net income). In urging them to 
give more, Irving Olds, former board 
chairman of U.S. Steel, said: “Every 
American business has a direct obligation 
to support free, independent, privately 
endowed colleges in this country to the 
limit of its financial ability and legal 
authority. And unless it recognizes and 
meets this obligation, I do not believe that 
it is properly protecting the long-range 
interests of its stockholders, its employees 
and its customers.” 


—Time, Vol. LXIII, No. 3, p. 82:1. 


Management Gauges the Second Half 


THE TURNING POINT in industry's economic adjustment was past at midyear, and 
the trend for the second half of 1954 had turned upward. That's the consensus 
of 5,039 metalworking executives replying to Steel magazine's most recent business 
conditions questionnaire. 

Three out of four executives participating in the survey expected their business 
volume in the second half this year would equal or exceed the first six months. 
The net increase in volume predicted for the second half was a substantial 10 per 
cent. 

Volume for the whole year will be less than in 1953, but half the companies 
replying to Steel's questionnaire expected their volume would be as good or better 
than last year’s. 

Thirty-one per cent of the respondents expected employment to increase in the 
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latter half of this year. Twenty-five per cent saw a reduction in employment, and 
44 per cent foresaw no change. 

Twenty-eight per cent of the executives replying expected to increase their 
capacity, most of these planning to add less than 10 per cent to present capacity. 
Almost 51 per cent of the executives planned to introduce new products during 
the last six months of 1954. 

Just over half of the respondents foresaw no change in manufacturing costs 
during the remainder of the year. Slightly larger percentages saw no change in 
sales and distribution costs and selling prices. 

Although most comments expressed substantial optimism, a minority of re- 
spondents saw their business continuing to slide off during the second half. This 
particularly was true of companies which had engaged largely in defense work. 
With military contracts being completed, cut back, or stretched out, such firms 
were finding the sledding rough. 

—Steel 6/28/54 


How a New Plant Benefits a Community 


WHAT BENEFITS can a community expect when it is chosen as the site for a new 
plant? 

A study by the U. S. Chamber of Commerce of what took place in nine counties 
over a 10-year period indicates that, for each 100 new industrial jobs, there will 
be an average net gain of 74 new jobs in other lines of work, 112 more house- 
holds, and a population rise of 296. Thirty-three of the new non-industrial jobs 
will be in retail trade, 25 in construction, 14 in professional and related services, 
and 13 in business and repair services. Agricultural employment, on the other 
hand, is likely to drop. 

One hundred new factory jobs will raise retail sales by $360,000 a year, per- 
sonal income by $590,000, and bank deposits by $270,000 (in terms of 1950 
dollars), the survey shows. 

In picking areas for its survey, the Chamber used four criteria: (1) manufac- 
turing employment in 1950 was at least double that of 1940, with an increase of 
at least 1,000; (2) manufacturing employment was at least 20 per cent of total 
employment in 1950; (3) the principal employment change between 1940 and 
1950 was an increase in manufacturing employment; and (4) the county neither 
adjoined nor was part of a metropolitan area. 

The Chamber's sample of nine counties included Colbert, Ala.; Hot Springs, 
Ark.; Habersham, Ga.; Calcasieu, La.; Lee, N. C.; Jefferson, Pa.; Oconee, S. C.; 
Hamblen, Tenn.; and Giles, Va. At the beginning of the period, 16.5 per cent, 
on the average, of their employed persons were in manufacturing—a ratio one- 
third smaller than the ratio for the country as a whole. By 1950, in contrast, 
28.9 per cent of their labor force was employed in factories—a ratio about one- 
eighth higher than for the U. S. as a whole. 


—Labor Policy and Practice (Bureau of National Affairs, Inc.) 





BY ONE MEANS OR ANOTHER, we need to produce a type of business executive who, 
after carefully learning that all balls are round, will not be completely flabber- 
gasted the first time he meets one that has a square side. And he will meet them, 
for we live in a complicated world—a world that has spiritual and moral problems 
even greater than its economic and technical problems. If the kind of business 
system we now have is to survive, it must be staffed by men who can deal with 
problems of both kinds. 


—Joun L. McCarrrey (President, International Harvester Company) 
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HOW MUCH DO EXECUTIVES READ? 


Tue tvricat daily pattern of the execu- 
tive’s reading begins with his advance on 
his office, his nose buried in his morning 
newspaper, his mind already beginning to 
recoil from one aspect of the job that lies 
ahead. Sure enough, he hzs scarcely 
landed in his office when a staggering load 
of printed matter begins to fall upon his 
desk. 

This consists of trade papers, trade 
bulletins, company and department re- 
ports, surveys, technical data, and techni- 
cal publications. It may include several 
Washington newsletters, commercial di- 
gests, and possibly a financial paper or 
two. What he can’t get through at his 
desk he will stuff in a briefcase and take 
home. And either during the day or on 
his commuting train or in the evening he 
will read or skim business magazines and 
news weeklies. 

Is everything he tries to read worth it? 
Executives themselves admit that it prob- 
ably isn’t. One analyst of management 
practices says: “Most of this reading is 
redundant and repetitious. And further- 
more, the executive himself is not selecting 
it. It is being selected for him by sub- 
ordinates, other department heads, so- 
called experts, secretaries, and colleagues. 
It includes memo after memo from clucks 
trying to make a record. It is incredible 
the amount of junk that crosses the 
executive's desk.” 

Why does he read it all? The best 
answer is that he suffers from over-con- 
scientiousness or apprehension, or both. 
He feels that he has to “keep up” with 
everything in the company and the indus- 
try. In the end, he substitutes reading 
for thinking. All this, of course, does 
not mean that the American executive, on 
a trip or a vacation, does not occasionally 


566 


read what he speaks of as “a good book.” 

A recent Fortune survey on executive 
reading habits included a sampling 
through questionnaires of executive 
groups in several corporations; a poll by 
the Research Institute of America of its 
company-subscribers (80 per cent of those 
who filled out the Fortune-R.I.A. ques- 
tionnaire were owners, presidents, vice 
presidents, treasurers, sales or general 
managers); and finally, upwards of 100 
personal interviews. 

The Fortune-R.LA. poll turned up the 
fact that only 4.6 per cent of the re- 
spondents were willing to say they never 
read any books. A little over 27 per cent 
said they read one to six books a year; 
21.6 per cent read seven to 12; 15.6 per 
cent read 13 to 24; 8.4 per cent read 25 to 
36; 11 per cent read 37 to 60; 6.2 per 
cent read over 60; and 5.4 per cent de- 
clined to say whether they read anything 
or nothing. 

A high percentage of this reading is 
(1) mysteries and (2) management books. 
On the basis of interviews and spot sam- 
pling in several corporations, it would 
seem that 20 per cent of executives might 
read as many as a dozen books a year 
dealing with general subjects. 

In 1951 and 1952 R.I.A. made surveys 
for the Saturday Review of Literature 
that demonstrated a definite pattern in 
executive reading. The same pattern con- 
tinued through 1953, which can be taken 
as indicative of some fairly well-estab- 
lished tastes. The two S. R. L. polls and 
the Fortune poll all showed that the most 
consistently favored books were those 
that dealt, either through fiction or 
through fact, with adventure, physical 
challenge, and accomplishment. Second 
in popularity were books dealing with 
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events that fell within the purview of the 
business man’s newspaper reading or of 
his own experience. In the Fortune poll, 
history received the most mention as the 
kind of subject respondents would like to 
read more of, and histories were No. 2 
among the books they said they did read 
in 1953 (No. 1: books on management). 
Religious books were most frequently 
mentioned in the Fortune poll in answer 
to the question: “What books do you 
think you got the most out of?” Books 
dealing with the theories of economics 
seem to have little more interest for ex- 
ecutives than books dealing with theories 
of art, theories of politics, theories of 
truth, and theories of power. There may 
be a good reason for this—namely, the 
forbidding and abstruse nature of abstract 
economics, which the authors do little to 
alleviate. But another reason may be the 
circumscribed view the American busi- 
ness man takes of his own economic world, 
and his preoccupation with the problem 
immediately underfoot—even though his 
failure to look up and see where he is 
going may be taking him straight into 
trouble. A business man’s effectiveness 
means not merely his success at creating 
wealth but his success in helping to create 
a sound economic system. His effective- 
ness as a business man thus depends to 
some degree on his intellectual sophistica- 
tion, his awareness of the world and so- 
ciety, and his ability to make judgments 
on the basis of tested economic truths. 
The American executive, as he emerges 
from Fortune’s survey, is not character- 
istically a quiet and contemplative reader. 
Even momentarily escaping from his job 
with a book, he is a man of action, a con- 
queror of heights, a mover and a maker. 
He reads with a kind of old wives’ in- 
—DuNCAN NorTON-TAYLOR. 


September, 1954 


quisitiveness, not with intellectual cun- 
osity. In his reading he is frequently 
looking for self-justification and encour- 
agement. He is also groping for spiritual 
inspiration. 

His literary interests are narrow, and 
he is a self-confessed, not to say deter- 
mined, non-intellectual. The majority of 
top executives almost never read drama, 
great fiction, the philosophers, the poets. 
Those who do venture into this area are 
definitely sports of the executive type, 
looked upon by their colleagues with min- 
gled awe and incredulity. 

The executive’s explanation for not 
reading books is that he hasn't time for 
them. But what his comments unwit- 
tingly suggest is that the reading he 
doesn’t get around to is merely the read- 
ing he doesn’t think is necessary to his 
success. 

What, it might be argued, do poets 
and philosophers really have to say to the 
executive? His business is business. His 
responsibility is his work, and he cannot 
afford to be distracted from it. 

Can he afford to overlook the hazards 
that exist in a persistently non-intellectual 
attitude? These hazards should be ap- 
parent, since American capitalism is not 
universally popular in the world and 
whether it survives or not depends largely 
upon whether American business man- 
agers comprehend the world in which 
they do business. 

The point that true vision can be ac- 
quired only through an earnest study of 
the historians and interpreters of man- 
kind would seem to be so obvious as 
hardly to need making. But analysis of 
what American executives do read, or 
neglect to read, makes it plain that the 
point is only honored in the breach. 

Fortune, May, 1954, p. 115:7. 
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MANAGEMENT AND AMERICAN LIVING STANDARDS: 


A LOOK AHEAD 


LLooxine Back at the increases in our 
standard of living which have taken place 
in the last 40 years, one cannot help rec- 
ognizing that the growth and develop- 
ment of management competence and 
techniques have contributed vastly to our 
productivity. One need only look at the 
spread of mass production, of mechaniza- 
tion, of employee selection and training 
programs and better management controls 
to know that this is so. 

We have been learning during the last 
decade that surprising rises in productiv- 
ity occur when management takes meas- 
ures which increase the participation of 
all members of an organization in its op- 
erations and destiny; when companies in- 
vite and make use of the ideas of workers; 
when they open-mindedly seek out what 
workers want in and from their jobs in 
addition to fair wages, and then strive to 
procure it, or to help their workers pro- 
cure it; and when management engages 
in research that increases its understand- 
ing of effective incentives and then strug- 
gles to apply this newly-won understand- 
ing to the task of really increasing incen- 
tives and morale. 

As technological advances and added 
capital increase the capacity to produce 
goods and services, the consequences may 
be either more goods and services per 
capita or more leisure time. In the past, 
the division of the increased capacity to 
produce between goods and services on 
the one hand and more leisure time on 
the other has been worked out roughly, 
irregularly, and frequently painfully, in 
the interplay of management-labor rela- 
tions. It seems certain that increased 
capacity to produce in the future will 
result in more goods and services and 
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more leisure time, as it has in the past. 


Yet I doubt that developing the mate- 
rial standard of living, or even more 
leisure, is the important issue before us. 
We of the western world are now emerg- 
ing from a long ideological illusion about 
the nature of man’s motivations. Much 
of our reasoning, political as well as eco- 
nomical, has proceeded from the premise 
that man’s behavior was determined by 
his material wants alone. Put to the test, 
the concept of the economic man has now 
fully exhibited its inadequacies. Once 
man is beyond the reach of want and dire 
need, his non-economic satisfactions surely 
equal, and in many cases probably exceed, 
those drawn only from his material re- 
wards. 

There can be no denying the fact that 
mechanization, routine jobs, and large- 
scale production have combined to take 
something away from the basic satisfac- 
tions men have gained from work. This 
fact has forced some to search for these 
outside their jobs in unions, in lodge halls, 
or in places of recreation. In too many 
cases, the job and those who plan and 
supervise the job are considered as natural 
adversaries. 

We have been slow to perceive that 
making a living is much more than eco- 
nomic drudgery—it is a way of life, an 
emotional and social experience. Obvi- 
ously, “turning out the goods” is not 
enough. For, whether we like it or not, 
our plants and offices are at the same time 
turning out a way of life—good, bad, or 
indifferent. We are involved in the qual- 
ity of the standard of living as well as its 
quantity. And, if we as managers do not 
rise to this as an opportunity, it will go 
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by default to the visionaries and dema- 
gogues who stand to gain by promising 
“the more abundant life” F.O.B. the wel- 
fare state. 

Once American management decides 
quality in the standard of living is as just 
and desirable as quantity, we shall hearten 
potent allies who for centuries have been 
engaging in the endless struggle to achieve 
dignity for the individual. I refer pri- 
marily to the churches, but also to what- 
ever other organizations and institutions 
have shown themselves dependable cham- 
pions of man’s aspirations for a better 
life. If management makes manifest the 


concern of business that all its people use 
their place of work not only to secure a 
high standard of the materials of living 
but also to enjoy and to enhance the qual- 
ities of all their skills—manual, mental, 
and social—we shall be taking steps of 
historic moment. If it is wise, manage- 
ment will make an opportunity of what is 
a necessity and hold out to each of those 
who work in private industry a chance to 
participate realistically in the adventure 
of its enterprise, to make his contribution, 
to exercise his right to make something 
of himself and thereby to develop as a 
person, as a worker, and as a citizen. 


—From an address by Donatp K. Davip (Dean, Harvard Graduate School of Business 
Administration) before the third Midwest Alumni Conference. 


EVALUATE YOUR OWN EXECUTIVE METHODS 


Two oF THE toughest executive prob- 
lems today are how to keep up with a 
mounting workload and how to delegate 
more routine jobs. To help their top 
executives clear the decks for more action, 
big corporations are spending large sums 
on efficiency experts, time-motion studies, 
and similar research. One of the most 
effective techniques, however, is a simple 
review of executive methods and pro- 
cedures. Half the battle may be won 
just by putting your finger on the specific 
problem. 

Lack of time, for example, is a chronic 
complaint. But, as many executives have 
discovered, lining up a daily or weekly 
schedule on the calendar pad works only 
up toa certain point. Interruptions arise, 
crises occur, appointments take longer 
than expected, and suddenly the day is 
gone with much of the work left undone. 
Therefore each executive should (1) 
check to see how much paperwork he can 
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eliminate, simplify, or turn over to his 
staff; (2) devise a system for making sure 
he tackles the most important jobs first. 

One executive starts each day by list- 
ing all the projects for which his opera- 
tion is responsible. Then he assigns an 
“urgency rating” to each, based on three 
points: (1) the relative importance of the 
job as it affects saving money, increasing 
sales, or correcting an internal problem; 
(2) the date promised or requested, if 
any; (3) the estimated time necessary to 
get the job done. Though you may not 
need to use such a formal system, the 
idea of scheduling work on a priority 
basis is a sound one. 

Other points to check in determining 
whether you are making the most of your 
time are: 


1. Do you have a way of refreshing 
your memory on things that need follow- 
up? 

2. Do you have a plan for remember- 
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ing the important points of the meetings 
you attend and the discussions you hold? 

3. Before calling a meeting, do you 
always let the participants know in ad- 
vance what will be discussed? 

Most executives spend more time than 
they realize in making decisions on com- 
pany plans, policies, and expenditures, as 
well as on the day-to-day problems of 
personnel, production, sales, etc. Though 
no one can expect to be 100 per cent 
right, you can improve your batting av- 
erage by taking a systematic approach to 
the problems you face and the decisions 
you make. For example: 


1. Do you make a practice of discuss- 
ing tough problems with one or more of 
your colleagues? 


2. Have you taken steps to have the 
facts and figures most often needed on re- 
curring problems continually available to 
you? 

3. Do you take full advantage of the 
talent, information, and know-how among 
your own staff? 

4. Are you taking full advantage of 
your company’s past experience in han- 
dling problems? And when you do solve 
a tough problem; do you put the relevant 
facts in writing for future reference? 

5. Do you usually stick to a decision 
once you've announced it? 

6. However, when you're not abso- 
lutely sure your decision is the best one, 
do you frankly admit your doubts so that 
your people will be alert for signs that 
another solution may have to be found 
and tried? 

7. Do you pave the way for acceptance 
of your decisions by explaining the back- 
ground and the objectives to supervisors 
whose work will be directly affected? 

Since every executive has to depend on 
the people he works with to carry out his 
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programs and policies, you may find it 
helpful to take a fresh look at the methods 
you use in dealing with your people. 

When giving out assignments, do you 
avoid misunderstandings by specifying the 
problems involved, where help can be ob- 
tained, and how the project fits into the 
company’s operations? 

Do you ever give qualified people a 
crack at certain jobs—even though they've 
never handled them before—instead of 
delegating authority to the same assistants 
again and again? 

Once a project gets under way, do you 
take steps to keep your staff’s interest high 
by issuing regular progress reports, prais- 
ing any individuals who have done par- 
ticularly fine jobs, and calling your super- 
visors in for periodic conferences? 

Do you take steps to develop initiative 
among your junior executives and assist- 
ants by giving them authority to issue 
their own instructions, standing firmly 
behind them, and discussing mistakes con- 
structively? 

Have you checked recently to make sure 
that your “chain of command” is clear, 
particularly in view of changes in com- 
pany personnel or program? Many com: 
panies now ask their people to write out 
descriptions of their jobs. Since most 
people describe their job in terms of what 
they actually do, rather than what man- 
agement assumes they should do, these 
reports often indicate the need for new 
job definitions and new job responsibilities. 

The uncertainty of today’s business out- 
look is forcing many executives to think 
in long-range terms and to develop plans 
to meet future objectives. How to de- 
velop new customers, how to crack new 
markets, how to handle layoffs, how to 
find new uses for existing products and 
develop new products to meet new needs 

-these are some of the immediate ques- 
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tions executives must face. To spotlight 
ways and means to improve planning, 
check these points: 

1. Do you keep your long-range plans 
flexible by specifying alternative courses 
of action for different circumstances? 

2. Do you have a proven way of mak- 
ing sure that plans made by one depart- 


ment don’t compete or conflict with plans 
made by another section? 

3. Do you give your assistants a chance 
to help draw up plans they'll be re- 
sponsible for carrying out? 

4. Have you ever checked back over 
the plans and projects that landed on the 
shelf to determine why they weren't used? 


—Staff Report to Members: Operations (Research Institute of America, Inc., 
292 Madison Avenue, New York 17, N. Y.), May 17, 1954. 
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HOW MUCH SHOULD A COMPANY SPEND ON 
RESEARCH? By Howard S. Turner. Harvard 
Business Review (Soldiers Field, Boston 63, 
Mass.), May-June, 1954. $2.00. Because re- 
search has become such an integral part of 
business that it must be related to the basic 
aims and policies of the individual company, 
little uniformity in objectives and expendi- 
tures can be expected. In general, however, 
though a lower level of business and the 
shortage of qualified personnel will probably 
hamper industrial research for a brief period, 
all signs point to a continuing, self-activating 
surge of growth, the author declares. 


THE CASE FOR THE UNIVERSAL CARD. By Otis 
Binet Stanford. Fortune (9 Rockefeller Plaza, 
New York 20, N. Y.), April, 1954. $1.25. 
An alarmingly deadpan proposal for solving 
“all the major unfinished problems of organi- 
zation life’ by means of a single IBM identi- 
fication card on which would be recorded the 
holder's vital statistics, his ancestry, religion, 
political affiliation, socio-economic status, edu- 
cation, vocational experience, and ratings on 
a formidable assortment of psychological test 
scales. Explaining the merits of his system as 
an ideal tool for complete organizational con- 
trol of the individual and the exclusion of 
nonconformists, the author (whose real identity 
is disclosed at the end of the article) indirectly 
ridicules some current trends in personnel ad- 
ministration and warns of their ultimate im- 
plications. 


MATHEMATICAL PROGRAMING: BETTER INFOR- 
MATION FOR BETTER DECISION MAKING. By 
Alexander Henderson and Robert Schlaifer. 
Harvard Business Review (Soldiers Field, Bos- 
ton 63, Mass.), May-June, 1954. $2.00. An 
attempt to define and explain mathematical 
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programing for the business man, this “pioneer- 
ing” article is divided into three main sections: 
Part I, basic principles, addressed specifically 
to the top executive; Part II, case studies, for 
specialists and executives directly responsible 
for operations to which mathematical pro- 
graming is applicable; and Part III, dealing 
with the use of mathematical programing as a 
planning tool. An appendix gives a short 
procedure for solving commonly met problems. 


CITES NEED FOR COORDINATION OF SCIENCE, 
SALES ACTIVITIES. By Edward L. Kropa. In- 
dustrial Laboratories (201 North Wells Street, 
Chicago 6, Ill.), July, 1954. Though the per- 
sonalities and interests of scientist and sales- 
man may seem incompatible, in industry, ob- 
viously, the two must cooperate. In_ this 
study of interlocking relationships, Dr. Kropa 
outlines those areas of the marketing and 
product-development functions that are re- 
served either for sales or for research and ex- 
amines in detail where they impinge and must 
work conjointly to be effective. 


HOW TO OPERATE [AND PLAN] YOUR 195X 
PLANT. Factory Management and Maintenance 
(330 West 42 Street, New York 36, N. Y.), 
June, 1954. Two parts. $1.00. “Galloping dis- 
satisfaction” is the theme developed in this 
special double issue, devoted entirely to the 
plant of the immediate future, on which 
American manufacturers are expected to spend 
at least $42.8 billion in the next four years. 
In addition to concrete suggestions for basic 
planning, modernization of facilities and opera- 
tions, and cost savings, a set of forms is pro- 
vided to enable plant executives to analyze the 
nature and extent of their dissatisfaction with 
existing plant conditions. 
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FACTS ON COMPANY RECREATION PROGRAMS 


O perationaLLy speaking, company rec- 
reation programs are a form of mainte- 
nance for the human resources of the 
company. They are also an aid to indus- 
trial relations and an adjunct to public 
relations—both of which pay handsome 
dividends at the community level. 

What constitutes a good company rec- 
reation program, and what does it cost? 
To find the answers, Associated Industries 
of Cleveland recently asked a representa- 
tive cross section of member companies 
for facts regarding their recreation pro- 
grams, including such information as ac- 
tivities, cost, direction, participation, and 
benefits. 

The recreation programs covered by the 
survey ranged from the highly informal 
variety, usually found in small plants 
where the employees know each other in- 
timately, to those operated by large com- 
panies whose work force would populate 
a medium-sized town. In the smaller 
companies, direction of the program is 
often in the hands of the employees, and 
they are responsible for its success or 
failure. But in the large companies, there 
is usually a part-time recreation director 
who acts as coordinator and advisor and 
keeps the program running smoothly. The 
big company needs a formalized program 
more than the small company. 

It seems to be generally agreed that 
successful company recreation programs 
are based on three elements: athletics or 
physical exercise of some sort; recreation 
or a change in pace, such as chess, check- 
ers, Or group singing; and the social— 
dancing, picnics, Christmas parties, etc. 
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Large-company recreation programs in- 
clude all three. 

The most common ingredients of the 
company recreation program, the com- 
panies reported, are bowling, golf, picnics, 
theatre tickets, softball, banquets, Christ- 
mas parties, fishing and social dancing, in 
that order. But the variety of other ac- 
tivities that go into company recreation 
programs ranges from fashion shows to 
trap-shooting. 

Cost is an important factor in the com- 
pany recreation program. Employees 
usually pay fees for bowling, golf, etc., 
as well as admission to special events. 
Other costs, all of which are paid by 
management, range from $800 annually 
for one small company covered in the 
survey to $55,500. A detailed breakdown 
of recreation program costs by company 
size revealed the following: 

In companies employing 1,000 factory 
workers and over, total company cost per 
year ranged from $8,000 to $55,000, 
while average company cost per employee 
per year ranged from $3.20 to $11.56. 

In companies employing between 500 
and 999 factory workers, total company 
cost per year ranged from $800 to 
$14,200, and average company cost per 
employee per year from $.50 to $12.91. 

In companies employing between 100 
and 499 factory workers, total company 
cost per year ranged from $800 to 
$10,000, while average company cost per 
employee per year ranged from $1.60 to 
$14.29. The average company cost per 
employee per year for all companies was 
$7.34. 
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Only one of the 21 companies partici- 
pating in the survey employs a full-time 
director of recreation. In the average 
company, a member of the industrial re- 
lations or personnel department usually 
serves as a part-time director of the recre- 
ation program. Notable exceptions in- 
clude one company (100-499) where the 
factory manager is in charge of the rec- 
reation program, and two companies 
where the director of training handles it. 
Employees’ associations and groups often 
help plan and administer the program. 


One of the interesting questions re- 
garding the company recreation program 
is the number who actively participate in 
the sports activities. On the basis of re- 
ports from 21 companies, this number 
ranges from 8 to 40 per cent of the total 
company employment. Best average em- 
ployee participation (26.1 per cent) oc- 
curs in the companies with 1,000 or more 
employees; second-best participation (24.7 
per cent) is in the 500-999 group; and 
lowest (22.5 per cent) occurs in the 100- 
499 group. 


—For the Informed Executive (Associated Industries of Cleveland), July 15, 1954. 


LABOR’S BUSINESS VENTURES: A SIGNIFICANT TREND? 


News or a UAW-CIO local’s offer to 
take over wholesale distribution of Kaiser 
and Willys motor vehicles in Ohio made 
a big stir in labor circles recently. Labor 
spokesmen could not recall any previous 
case where a union had proposed to en- 
gage in big-time competitive business. 
The departure was all the more impres- 
sive because the local in question offered 
to launch a sales agency to push distribu- 
tion of the product made by its members 
in competition with those made by mem- 
bers of other locals belonging to the same 
international union. 

Does this move signal the beginning of 
a large scale invasion in competitive enter- 
prises by other unions? 

The fact is that many unions have ac- 
cumulated large cash reserves and are in- 
creasingly perturbed over what to do with 
them. After acquisition of real estate 
and office buildings, operation of insur- 
ance companies and the buying of gov- 
ernment bonds, these unions have taken 
increasingly to investing in trusts and in- 
dustrial securities. 
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Furthermore, many unions increasingly 
have conducted their activities in the in- 
terest of employers with whom they have 
contracts. These programs were designed 
largely to help employers maintain stable 
employment. However, the effect has 
been to make more and more union lead- 
ers intimately aware of the problems of 
conducting a business. 

These conditions suggest that a busi- 
ness career is a definite possibility ahead 
for more labor unions. Cases from recent 
history of the labor movement show how 
the trend may develop. 

When the machinists’ union launched 
a newspaper, TV, and radio drive last 
Christmas to promote sales of Schick 
electric razors, it had in mind the large 
unsold stock of Schick razors and the 
threat of a protracted layoff of employees 
unless those stocks were sold. The effort 
paid off; the razors were sold, and there 
was no layoff. 

In a different approach, Dave Beck, 
Teamsters Union head, recently was 
selected as chairman of a joint committee 
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of truck manufacturers, truckers, and 
teamsters, created in Washington to wage 
the trucks’ battle against other forms of 
freight transportation. And last year Mr. 
Beck’s union loaned about $1 million to 
Fruehauf Trailer Co. to enable the in- 
cumbent management to accumulate 
enough Fruehauf stock to continue in 
power. 

Another interesting example of what 
happens when union leaders have busi- 
ness experience is the career of John L. 
Lewis in the banking business. He was 


the No. 2 banker in the nation’s ~ .pital. 
Lewis’ big banking operation is run by 
trained bankers, who are well paid for 
their services. 

One Washington union spokesman has 
expressed the view that the salvation of 
the private enterprise system may well 
depend on indoctrinating more union 
leaders with a better understanding of 
what makes the wheels go around in busi- 
ness. 

“Along this line,” he said, “one of the 
best things American employers can do 


so impressed with the success of the 
United Mine Workers’ National Bank 
of Washington that he has taken steps 
to merge with it the Hamilton National 
Bank—a move which would make him 

—Steel, June 7, 


is encourage unions to set up local co- 
operatives They—and the union 
members and their wives—emerge with 
a better understanding of business and 
what it takes.” 

1954, p. 70:1. 


Executive Backgrounds—"X” Factor in Industrial Peace? 


COMPANIES HEADED by liberal arts graduates are more likely to have a history of 
successful labor relations than those headed by specialists like lawyers, engineers, 


scientists, or accountants, it appears from a study conducted by Dr. Arthur W. 
Ayers of the Department of Psychology, University of Maryland. 

Executives in companies with successful labor relations had spent more time 
with their companies and more time in supervisory positions than their counter- 
parts in companies with less successful labor relations. In fact, they were likely to 
have had all their work experience in the company with which they were cur- 
rently associated. Moreover, a greater proportion of executives in “peaceful” com- 
panies were reared in medium-sized or large cities; those in firms with turbulent 
labor histories more often came from small towns or rural areas. 

No significant difference between the two groups was found in such factors as 
age, marital status, recreational activity, or experience outside industry. Nor was 
there any difference in the number holding college degrees. 

The executives surveyed were those who participated in the formulation and 
administration of employee relations policies at a level usually defined by such 
terms as “executive committee,” “advisory council,” “policy committee,” etc. Firms 
with good labor relations were those chosen by a national labor-management panel 
for National Planning Association's studies, Causes of Industrial Peace. Biographical 
data were obtained on 43 executives in six companies. Firms with poor labor 
relations were a group that had frequently referred cases to arbitrators, mediators, 
the National Labor Relations Board, the courts, and other fact-finding or ad- 
judicating bodies. Biographical data were obtained on 78 executives from nine 
companies, out of an original selection of 18. 

To insure that the sample was representative, researchers compared it with a 
group of 900 industrial executives surveyed earlier by Fortune on several factors 
—entry jobs, education, geographical area of origin, etc. 


—Industrial Relations News (Industrial Relations Newsletter, Inc., 
230 West 41 Street, New York 36, N. Y.) 5/24/54 
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MANAGEMENT’S STAKE IN HEALTH CONSTRUCTION 


Tue PRIMARY objective of industrial 
health services is to increase work effici- 
ency and thereby raise production. Efforts 
to further the development of these serv- 
ices are not merely idealistic; they are 
good business as well. Management, 
stockholders, employees, and the public 
will all profit. 

Industrial medicine has passed through 
several phases. The earliest was limited 
to repair and rehabilitation of employees 
injured on duty—patchwork. Later came 
recognition that injuries could be pre- 
vented by control and improvement of the 
work environment. Then industrial med- 
icine began to realize that the human ele- 
ment was also significant in accident and 
disability costs. Thus, pre-employment 
and pre-placement examinations were in- 
troduced to insure fitting men into appro- 
priate jobs. A further development has 
been the introduction of periodic medical 


examinations, particularly of key person- 
nel, in order to detect chronic progressive 
disease in its incipiency and _ institute 
therapy in time. 

However, all this is not enough! 
trial medicine has something potentially 


Indus- 


even more profitable to offer. Since men 
are the most valuable, most versatile, and 
most expensive instruments of industry, 
anything which impairs their work ef- 
ficiency is expensive and wasteful. It is 
therefore a primary function of industrial 
medicine to reduce this waste to a mini- 
mum. 

Though today only about 5 per cent of 
absenteeism is due to on-the-job sources, 
absenteeism is still a sadly wasteful ex- 
travagance, estimated to cost business $9 
billion per year. Ninety-five per cent of 
all absenteeism lasting eight calendar days 
or longer is due to sickness and non-in- 
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dustrial injuries. Recent statistical analy- 
ses indicate that for certain disease cate- 
gories absentecism is increasing rather 
than diminishing. For males the over-all 
rate for 1950 (116.8 absences per 1,000 
persons) was slightly less than the average 
for the previous 10 years (117.7); among 
female workers the 1950 rate (258.4) was 
13 per cent above the 10-year average 
(229.3). The 1950 rates for cancer were 
83 per cent above the 10-year average; 
diseases of the heart were 32 per cent 
greater; and hernia, 29 per cent higher. 
Reduced in frequency were respiratory 
infections and tuberculosis. In 1952, over- 
all rates for absenteeism were even higher: 
130.9 for men and 344.9 for women. 

But the appalling costs of absenteeism 
are but part of the story of waste of hu- 
man resources. Of even greater import- 
ance are the additional and unmeasured 
losses in production resulting from impair- 
ment of the efficiency of personnel not 
sick enough to be absent. For every em- 
ployee absent because of illness there are 
probably at least a dozen present who 
accomplish only a fraction of what they 
would be capable of doing if their health 
were optimum. The Common Cold Foun- 
dation recently reported that an average 
of seven million persons are incapacitated 
each day of the year because of the “‘com- 
mon cold.” An estimate of 20 million 
infection-spreaders on the job is not un- 
reasonable. Of even greater magnitude 
are the losses engendered by inefficiency 
due to such subtle impairments of health 
as chronic malnutrition, migraine, anemia, 
hypertensive disease, low-grade infections, 
diabetes mellitus, peptic ulcer, and psy- 
chogenic fatigue. It has been estimated 
that only half of the diabetics in the 
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United States are aware that they have 
diabetes. 


No production or plant manager would 
tolerate such a situation as applied to the 
machines and tools being used in produc- 
tion. Machines are not only maintained 
at or near the maximum efficiency when 
they are new, but are often overhauled, 
modernized, and improved to increase 
their effectiveness. The same principle 
can and should be applied to men. 


Perfect health can be defined as that 
“state of being in which all the functional 
capacities of the organism, both somatic 
and psychic, are at or near the maximum 
we can expect for the species.” Though 
such an ideal is unattainable even in the 
absence of disease, it is possible to con- 
struct greater health, and therefore ef- 
ficiency, in those relatively well. The 
term “constructive medicine” is applicable 
to this objective. In health maintenance 
the focus of attention is upon the discov- 
ery of disease, but in health construction 
attention is focused upon health improve- 
ment. The value of the former has been 
demonstrated by periodic examinations of 
executives and others; the potentialities of 
the latter have not as yet been fully ex- 
plored. 


Construction of greater health in those 


only relatively healthy can and does pay 
the following dividends: (1) increased 


physical and mental efficiency; (2) con- 
sequently, increased productivity per hour 
or day; (3) an increased sense of well- 
being, which reduces emotional tensions 
and consequently diminishes the likelihood 
of psychosomatic illness; (4) less acute 
illness, and less fatigue (this applies to 
infective, toxic, and psychic disorders 
alike); (5) increased endurance; (6) in- 
creased capacity to learn; (7) decided im- 
provement in the prognosis of acute ill- 
ness or injury; and (8) enhanced longev- 
ity, with greater depth and breadth as 
well as length of life. 

The basic instrument of health con- 
struction is the periodic health inventory 
and consultation. This must not be merely 
a search for evidences of disease, but must 
include a positive evaluation of the pa- 
tient’s state of health, together with a 
painstaking examination of his habits, 
diet, experiences, intoxications, use of 
leisure, etc., for potential sources of avoid- 
able injury. 

The health of key personnel is of es- 
pecial significance. It should be the con- 
cern of personnel management in the same 
sense that the efficiency of a fleet of trucks 
or a battery of expensive and complicated 
machines is part of plant maintenance. 
Brain power is the most precious part of 
manpower, and this brain power can be 
improved and made to last longer by the 
application of constructive medicine. 


—Epwarp J. Stircitz. Industrial Medicine and Surgery, May, 1954, p. 201:4. 


Recent Work Stoppages—A Look at the Record 


STRIKE ACTIVITY was lower in 1953 than in most postwar years when measured in 
terms of total idleness, but relatively high as measured by the number of stoppages. 
The number of work stoppages that began last year—5,091—was exceeded only 
in 1952, when 5,117 were recorded. However, idleness in 1953 amounted to one- 
fourth of 1 per cent of total time worked, a reduction of more than one-half com- 


pared with the previous year. 


Stoppages ending in 1953 lasted an average of 20.3 calendar days, compared 
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with 19.6 days in 1952. Idleness for the average worker involved in a stoppage, 
however, was somewhat less (11.8 working days) than in the previous year (16.7 
days). Most of the prolonged large stoppages were in the construction industry, 
which experienced the highest level of activity, in terms of dollar expenditures and 
physical volume, recorded in all the 39 years for which data are available. 

Efforts by union leaders to curb unauthorized strike action and inter-union dis- 
putes were evident in the year’s developments. Except for the longshoremen’s 
dispute, the general level of stoppages resulting from inter- or intra-union conflicts 
was slightly below the two preceding years. 

About three-fourths of the year’s idleness was caused by disputes over wages 
or other monetary matters. Disputes over other working conditions, such as job 
security, shop conditions and policies, and workloads, accounted for over one-fifth 
of the year’s stoppages and more than one-fourth of the number of workers idle. 

Union security issues were dominant in about one-tenth of the strikes in 1953, 
accounting for less than 5 per cent of the workers involved and of total idleness. 
Most of the stoppages in this group involved attempts to gain union recognition and 
initial contracts from employers. 

Typically, about one stoppage out of 200 involves 10,000 or more workers. This 
ratio was approximated in 1953, with 28 such large stoppages recorded. Most of 
these were relatively short, however, and none was industry-wide in scope. 

—ANnn J. Herttny and Daniet P. Wits, JRr., in Monthly Labor Review 5/54 


“Over-Communication’’—A Growing Hazard? 


MANAGEMENT may oOver-communicate with employees as well as under-communicate, 
according to Dr. Alan A. McLean, Carnegie Fellow in Industrial Psychiatry at 
Cornell University. Where changes are about to be introduced, any communication 
is likely to be anxiety-producing, especially if stories are published too far in 
advance and raise more questions than they can answer, he told a recent meeting 
of the House Magazine Institute. 

“When facts are poorly explained,” he added, “the reader is allowed to develop 
all his own implications and build up fantasies concerning the situation which 
meet his individual needs. When facts are sketchily presented but the ramifications 
are overplayed, the editor is apt to produce rather than allay suspicion among 
employees.” 

Some members of management assume, said Dr. McLean, that with little or no 
face-to-face contact words are fully understood in their original meaning. They 
fail to “reckon with and understand the individual's will to misunderstand, to 
misinterpret, and to distort the content of formal communication. . . . Suspicious 
individuals are prone to conclude that management representatives or management 
publications have outsmarted them, hiding evil intentions behind innocent and 
straightforward words.” 

Safety programs in particular, he believes, run the risk of arousing negative 
reactions. The individual who has frequent injuries, he said, is usually in some 
way less mature than his fellow workers, and it is to him that safety campaigns 
must be primarily addressed. When feelings of hostility are aroused, the danger 
to the unstable individual actually increases. “Teaching techniques must take care 
to avoid moral judgment or suggesting that it’s good to obey safety rules and bad 
to ignore them. To link safety behavior with morals is to risk a negative response, 
especially from the unstable individual.” 


—Industrial Relations News (Industrial Relations Newsletter, Inc., 
230 West 41 Street, New York 36, N. Y.) 6/26/54 
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A CODE OF RESPONSIBILITIES— 


Nor Lone aco, as the National Publish- 
ing Company, Philadelphia, was prepar- 
ing an employee relations policy state- 
ment for general publication to employ- 
ees, it was suggested that perhaps the 
employees themselves might be persuaded 
to participate in the project by express- 
ing what they regarded as their respon- 
sibilities to management. 

Accordingly, management appointed 
an exploratory committee composed of 
representatives from each major unit of 
the plant (both union and non-union 
shop) and office staff. The company’s 
president, Wilbur M. Thomas, explained 
to them the company’s plans about pub- 
lishing a statement of policy and sug: 
gested the possibility of a two-way re- 
sponsibility statement. They were asked 
merely to do some exploratory thinking. 

The committee met several times and 
finally came to the conclusion that the 
idea of a parallel statement with man- 
agement was worthy of further explora- 
tion by an employee-elected committee. 
At this point Mr. Thomas met with all 
the employees, in groups of 40 or 50 at 
a time, and explained the proposal. At 
the end of the meetings the employees 
were asked to vote, by secret ballot, on 
whether they favored the election of a 
committee to study the matter further 
and decide whether the employees should 
participate in the proposed project. 
Ninety per cent voted in favor of elect- 
ing such a committee. 

The elected committee consisted of 13 
employees. Over a period of several 
weeks they prepared a draft, copies of 
which were submitted to all employces 
for possible suggestions, notations, crit- 
icisms, and recommendations. Copies of 
the resulting second draft were next sub- 
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BY AND FOR EMPLOYEES 


mitted, together with ballots on which 
employees were asked to vote whether 
they would accept and endorse the draft. 
Seventy-one and one-half per cent voted 
“ven” 

Here is the final draft: 


We, the employees, feel that for a firm in 

a competitive field such as ours, in order to 
highly successful, we must have the co- 
operation of both employer and employee. 

As the management has its objectives and 
policies to aid them in operation of this com- 
pany, we, the employees, also have certain re- 
sponsibilities to the company and to each 
other for our mutual benefit. 

Our responsibilities are easy to follow, so 
each of us should strive to do his best. 

To guide us, let our policy be as follows: 

1. Promptness—Being at our appointed 
place, in order to start at the required time. 

2. Attendance—Try to be on the job every 
day we are physically able. 

3. Politeness—Strive to be courteous to our 
fellow workers. 

4. Attitude—Be sincere in our efforts to do 
our job with skill, understanding and interest 

5. Carefulness—To take care of equipment, 
which will enable us to work more safely and 
efficiently. 

6. Honesty—Is the best policy at all times. 
We must be honest at all times. 

7. Safety—Be alert to possible dangers and 
take an active interest in the plant safety pro- 
grams. 

8. Cooperation—Success depends upon co- 
operation. Try to help rather than hinder. 

9. Initiative—Apply the thought our work 
requires for improvement and progress. 

10. Cleanliness—In our personal habits and 
the way we work, aids in our mutual effort. 

Volumes could be written on courtesy, co- 
operation, efficiency and all the other iene 
that enter into being part of a successful or- 
ganization, but we would be repetitious, as 
these thoughts have been written and stated 
many times over, and also forgotten at times. 
We will just say: WE WILL DO OUR 
PART. 


This Employee Policy Statement will 
soon be published as the first section of 
a booklet entitled This Is National. 

So far, of course, we don’t know what 
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the ultimate results of the project will 
be. We believe that they will be good, 
and that this aspect of two-way com- 
munication should be given careful con- 
sideration by other executives. Perhaps 
it is psychologically better if employees 
can be given an opportunity naturally to 
verbalize and develop a code of behavior 


—to express publicly a sense of responsi- 
bility to management—rather than to rely 
entirely on rules and regulations. Per- 
haps the development and publishing of 
such a declaration by employees will help 
to create and sustain a keener sense of 
their responsibility to their fellow work- 
ers, to management, and to customers. 


—From an address by HERBERT H. Carey before the Society for the 
Advancement of Management. 


REDUCING THE COST OF GRIEVANCE PROCESSING 


I svestication, discussion, and settle- 
ment of grievances take time and cost 
money. To speed and streamline grievance 
settlement processes has, therefore, been 
a major management objective at bar- 
gaining tables. Here are some of the areas 
receiving special management attention at 
the present time: 


Restriction of Company's Liability. 
Though it’s not generally done, the griev- 
ance procedure can be used to restrict an 
employer's liability for inadvertent errors 
in everyday relations with employees. 
Bell Aircraft (Wheatfield, N. Y.) makes 
specific provision in the union contract 
covering any errors that arise due to lay- 
off, recall, upgrading or downgrading. 
For example: 


1) The Company will be liable for any 
error on a separation layoff only from the date 
of the filing of a written grievance bringing 
said error to the Company's attention. 


2) On any errors in recall from the street 
the Company shall be liable only from the 
date of filing of a written grievance bringing 
the error to its attention to the date the 
Company sends a recall telegram. 


Guarding Against Work Stoppages. It 
is, of course, implicit that the grievance 
machinery be allowed to work without 
pressure from work stoppages or slow- 
downs. But sometimes, to make such tac- 
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tics a clear contract violation, this point 
is stipulated in explicit language. Reliance 
Electric & Engineering Co. (Cleveland, 
O.) relies on this provision: 

Should differences arise between the Com- 
pany and the Union or between the Company 
and an employee, there shall be no slowdown 
nor suspension of work on account of such 
differences, and an earnest effort shall be made 
to settle such differences immediately in the 
following manner... . 

Matters Excluded from Arbitration. It 
is becoming increasingly recognized that 
disputes of a technical nature should not 
be entrusted to the perhaps indifferent 
abilities of an ad hoc arbitrator chosen 
on a catch-as-catch-can basis. For that 
reason, some contracts permit such dis- 
putes to rise through the grievance ma- 
chinery up to, but not including, the final 
step. If the dispute is not settled at that 
point, a procedure different from the 
usual arbitration is stipulated. 

A good example of this is found in the 
final step of the special procedure set up 
at Minnesota Mining & Manufacturing 
Company (Hastings, Minn.) to settle dis- 
putes regarding production standards and 
wage incentives: 


If no settlement is reached by the Wage 
Incentive Committee, 3M Company and the 
Union shall select, within five (5) working 
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days a qualified industrial engineer to serve 
as the fifth member of this committee. The 
two (2) members representing the Union and 
the two (2) members representing the 3M 
Company shall act as advisors to the fifth 
member, whose decision shall be final and bind- 
ing on both parties. The fee and expenses 
of the fifth man shall be shared equally by 
both parties. 

Time Limits. Setting time limits in the 
contract during which an answer must 
be given at each step can, of course, 
speed up the grievance machinery con- 
siderably. And what will happen if these 
limits are not observed should also be 
spelled out in detail. West Virginia Pulp 
& Paper Company (Charleston, S. C.) 
does it this way: 

The Company and the Union will honor 
requests for reasonable delay in processing 
grievances. However, should no request for 
delay in answering a grievance be made by 
the Company and no answer be given within 
the specified time, the Union may, within the 
specified time, present the grievance at the 
next step. Should no request for delay be 
made by the Union, and the grievance not be 
presented at the next step within the speci- 
fied time, the grievance shall be considered as 
having been dropped. 

Restrictions on Union Representatives. 
A number of large companies have full- 
time grievance representatives, but the 
majority still expect to get some produc- 
tive work out of their union stewards and 
committeemen. The big problem obviously 
is how to avoid having grievance handling 
used as an excuse to mask other union 


activities or plain ordinary “goldbrick- 
ing.” 

A solution worthy of attention appears 
in the contract of International Harvester 
(Chicago, Ill.). This company puts no 
limit on paid time off for handling griev- 
ances, but it does make provision for a 
management check-up on such time. I.H. 
makes grievance-handling pay contingent 
upon the submission by the union repre- 
sentative of a pass signed by management 
men identifying the meeting attended. 
These passes must be turned in at the end 
of each day. 


Arbitration. The final step in the or- 
dinary grievance procedure—arbitration 
—is most expensive. And yet a surprising 
number of contracts either fail to say 
who pays for what, or else throw the 
whole cost on the employer. 

Not only should direct arbitration ex- 
penses be shared with the union but other 
costs should also be curbed. Bell Aircraft 
(Buffalo, N. Y.) does a good job this 
way: 

The fees and expenses of the Impartial 
Chairman shall be shared equally by the Com- 
pany and the Union. The Chairman of the 
Shop Committee and the President, or duly 
designated representatives of Union, shall be 
paid for time spent in Arbitration if it occurs 
during their regular working hours. In addi- 
tion the Company shall pay for time lost from 
regular working hours of one additional em- 


ployee if required as a witness in Arbitra- 
On. . . « 


—Employee Relations Bulletin (National Foremen’s Institute, Inc.) May 19, 1954, p. 4:5. 


Making Safety a Family Affair 


ENGINEERING SAFETY into plant methods and machinery, if the experts are to be 
believed, is approaching the point of diminishing returns. Yet still to be fully 
solved, in big plants as well as small, is the problem of selling safety to the em- 


ployee and his supervisor. 


One tack being used with increasing frequency to accomplish this purpose is to 
enlist the employee's wife and family in the safety campaign. To assure family 
participation in the new programs, safety contests of various kinds are being re- 
sorted to in great number and almost as great variety. 

The family-type safety contests take many forms, some of them not obvious. 
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The “Snafu” contest of American Brake Shoe Company, based on safety errors 
in a “busy” cartoon, makes no direct appeal to the family. Yet the man trying to 
win a cash prize, perhaps to eke out a vacation budget, is more than likely to 
take this kind of illustration home in order to have all possible eyes seek out 
errors. 

Gates Rubber Company has taken a leaf from local radio and TV _ programs. 
Once a week, a plant safety man telephones an employee's wife (names are picked 
from a raffle tumbler) and asks if she knows the answer to the current safety 
quiz question. If she does, she gets a $10 grocery order. If she doesn’t, the wife 
called next day gets a bigger one—and so on to the week's end. It’s a safe bet 
few Gates employees fail to bring their employee publication home with them. 

The A. B. Dick Company’s safety essay contest is an excellent example of a 
campaign that works not only for safety but for good employee and community 
relations as well. The company’s approximately 1,600 employees have 676 children 
in the 6-to-14-year range; 108 of them submitted essays, and all won prizes- 
ball-point pens and key chains for all entrants, cash awards for 20 honorable 
mentions, and 14 top winners. 


—ALFrED G. Larke in Dun’s Review and Modern Industry 6/54 


Facts on Alcoholism in Industry 


ACCORDING to the U. S. Public Health Service, alcoholism is 10 per cent more 
prevalent than tuberculosis, 50 per cent more prevalent than cancer, and 225 per 
cent more prevalent than polio. Many physicians regard it as America’s No. 4 
public health problem. 

Research at the Yale University’s Center of Alcoholic Studies, reveals that there 
are about 4.5 million alcoholics in the United States today, as against 2.7 million 
in 1940, 2.8 million in 1943, and 3.8 million in 1948. 

Of the 4.5 million alcoholics today, about 2 million are employed in industry. 
Allis Chalmers Manufacturing Company found that its average alcoholic worker 
had been employed 11.5 years, and that he was earning $2.09 an hour, compared 
to an average of $1.82 for the Allis Chalmers workforce as a whole. 

Studies at Yale of a group of 2,000 alcoholics showed that 55 per cent were 
between 35 and 50 years of age. Seventy per cent of these alcoholics held, or 
had held, jobs involving skill and responsibility. The alcoholic worker is absent 
from his job about 25 days a year. His accident rate is twice that of the abstainer 
or occasional drinker, and his life span is 12 years less than that of a moderate 
drinker or a teetotaler. 

The sum of these losses to industry has been conservatively estimated as $1.4 
billion—and 60 million man-days—annually. 


—Manage (National Association of Foremen) 5/54 





AMA PERSONNEL CONFERENCE 


The Fall Personnel Conference of the American Management As- 
sociation will be held on Monday, Tuesday, and Wednesday, September 
27-29, at the Hotel Astor, New York. 
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IF YOU'VE LOST OUT IN HIRING THIS YEAR'S 
GRADUATE ENGINEERS. By Alice B. Ecke. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), June 15, 1954. 50 cents. 
This report on one company’s program of 
recruiting, developing, and placing graduate 
engineers, supplemented by a chart summariz- 
ing the over-all plan, may be helpful to other 
firms facing a shortage of engineering talent. 
In a year-long course that includes useful 
on-the-job training as well as lectures, demon- 
strations, and field trips, recruits learn the 
company's products and organization and then 
prepare for work in a specific activity. The 
graduates are encouraged to select the field in 
which they show the greatest interest and 
aptitude, and there is careful follow-up of in- 
dividual progress. 


THE SHORTAGE OF CREATIVE MANPOWER. By 

Douglas Brown. Monthly Labor Review 
(U. S. Government Printing Office, Wash- 
ington 25, D. C.), May, 1954. 55 cents. 
Recent major technological advances in such 
fields as atomic energy and electronics, coupled 
with the urgent need for accelerated progress 
in these fields in the interests of national 
defense, have put a new premium on highly 
skilled engineering, scientific and managerial 
personnel. Pointing out the serious implica- 
tions of the present shortage of creative man- 
power in these fields, the author sets forth 
some proposals for conserving and developing 
manpower to meet this need. 


STORY OF VACATION INCENTIVE PLANS. By 
Marilyn French. American Business (4660 
Ravenswood Avenue, Chicago 40, IIl.), April, 
1954. 35 cents. Once confined largely to 
the sales field, the use of vacation trips with 
all expenses paid has become increasingly 
popular as a prize—in employee suggestion 
contests, safety campaigns, and other such 
competitions. This article describes a num- 
ber of vacation contest plans which are in 
effect in prominent companies and offers some 
suggestions for using this form of incentive 
effectively. 


BENEFIT PLANS—A SHOTGUN WEDDING? By 
E. 


S. Willis. Office Executive (132 West 
Chelten Avenue, Philadelphia 44, Penna.), 
June, 1954. 50 cents. The fact that so many 
managements have capitulated, almost without 
protest, to demands for employer-pay-all bene- 
fits has given rise, in the author's view, to 
the notion that it is the employer's respon- 
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sibility to protect workers from all of life's 
hazards. It is his conviction that benefit 
plans should encourage a sense of respon’ 
sibility—rather than of dependency—in the 
individual worker, and he makes some recom- 
mendations for designing a benefits program 
that will serve this end. 


A CLOSER LOOK AT “ACCIDENT PRONENESS.”’ 
By M. S. Schulzinger, M.D., National Safety 
News (425 North Michigan Avenue, Chicago 
11, Ill.), June, 1954. 75 cents. According to 
this article, most accidents happen not to a 
small, fixed group of “accident-prone” in- 
dividuals, but to an essentially shifting group, 
composed of different individuals at different 
times. On the basis of a prolonged study of 
35,000 accident cases, the author concludes 
that to a large extent the unequal accident 
distribution probably results from such fac- 
tors as varying accident liability on the basis 
of sex and age, temporary physical and psy- 
chological pressures, and mere chance. 


STRIKE-CONTROL PROVISIONS IN UNION CON- 
STITUTIONS. Monthly Labor Review (U. S. 
Government Printing Office, Washington 25, 
D. C.), May, 1954. 55 cents. Most inter- 
national union constitutions contain provi- 
sions governing the call of strikes by their 
affiliated local unions. These measures are 
essentially of two types: (1) those requiring 
a strike vote by local union members before 
a strike can be called; and (2) those requir- 
ing prior approval of a proposed local union 
strike by the national union officers. This 
article—based on an analysis of the con- 
stitutions of 133 national and _ international 
unions—reports in detail how these provisions 
operate. 


RETIREMENT. The Journal of Business, School 
of Business of the University of Chicago 
(University of Chicago Press, 5750 Ellis Ave- 
nue, Chicago 37, Ill.), April, 1954, Part I. 
$1.75. This issue, devoted entirely to the 
problems arising out of retirement, provides 
a series of timely reports on the work cur- 
rently being done by sociologists, demogra- 
phers, psychologists, and workers in the 
new field of gerontology. Eight articles cover 
such subjects as age changes in mental abili- 
ties, the distribution and movements of the 
aged population, economic status of older 
people, and some unsettled issues of retire- 
ment policy. 


The Manogement Review 











Office Management 








PROGRESS IN OFFICE MANAGEMENT: 


YESTERDAY, TODAY, TOMORROW 


Is RecENT YEARS there has been gross 
misunderstanding of the nature of the 
economic contribution made by those who 
are responsible for office production. It 
is frequently overlooked that the paper- 
work involved in producing a product 
for the market is just as essential as engi- 
neering design, machine maintenance, or 
the act of converting and assembling 
material. 

It is unfair and unsound to isolate any 
single factor entering into production and 
label it as “burden” or “overhead.” The 
office manager does not create clerical 
work. The demand for the product of 
the office comes from management, and 
the volume depends upon many factors: 
accounting requirements, sales and dis- 
tribution policy, controls required, pay- 
roll requirements, and the like. The office 
manager can only be held responsible for 
meeting these requirements at the lowest 
possible cost. 

Statistics with respect to our white- 
collar population are entirely misleading 
when related to material production. A 
very large percentage of clerical workers 
are engaged in service activities quite un- 
related to commodities: insurance of all 
types, financial institutions, government 
agencies, schools, professional services, and 
dozens of others; and the more prosper- 
ous our economy, the greater the demand 
for these services. 

Is the office manager in fact doing a 
good job? Has he made progress during 
the past 25 years in keeping with the ac- 
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complishments in other areas of produc- 
tion? 

My answer is yes. There is convincing 
evidence that highly skilled and intelli- 
gent men and women are directing to- 
day's office activities. There has been 
developed a library of tested methods and 
techniques pertaining to every phase of 
office administration. Full use has been 
made of the contributions of the natural 
and physical sciences as they pertain to 
this work. Research has been conducted 
in such diverse fields as education, psy- 
chology, psychiatry, physics (light, sound, 
and atmosphere), and tests and motivation 
as they relate to the office job. These 
efforts have all been translated into im- 
proved office performance. In 1945, for 
example, in the life insurance business, 
each home-office worker serviced, on an 
average, $1,887,800 of business. By 1953 
this had increased to $2,645,000, an in- 
crease of 71.4 per cent since the close of 
World War II. To handle the 1953 
workload based on the 1945 standard of 
performance would have required an ad- 
ditional 84,323 employees. 

What are the likely trends in office 
management in the foreseeable future? 
In my opinion, developments in office 
machinery, particularly in electronics, 
will play an increasingly important part 
in the life of office managers. The im- 
plications will be widespread, having a 
bearing not only upon production, but 
upon the organization structure, job train- 
ing, and employee morale 





Increased emphasis will be placed on 
organization studies: determination of the 
nature of ideal organization structure, 
what changes must be made to attain it, 
time allowance, availability of qualified 
personnel to man the major and minor 
divisions, and selection of understudies. 

We should make progress, perhaps 
with the assistance of the psychologist, 
in improving our techniques of selecting 
office supervisors. 

In the field of supervisory and execu- 
tive training, emphasis will be placed not 
on formal plans but on the creation of 
a business atmosphere which will permit 
and encourage ambitious and gifted work- 
ers to train themselves. 

To an increasing degree, I believe our 
managements will become aware of the 
wisdom of providing adequate staff facili- 
ties—tresearch talent and technicians—to 
help promote more effective office ad- 
ministration through advice and assistance 
to operating supervisors. 

The office methods man will become 
the office engineer, comparable to the 
industrial engineer in the factory. Large 
office institutions will have office engi- 
neering departments responsible for selec- 
tion and adaptation of machinery to pro- 
duction, scheduling of work, and con- 
ducting research. 

I believe we will re-examine the sup- 
posed cost advantages of highly specialized 
repetitive tasks to determine more ac- 
curately the point of diminishing returns. 
We may find that job enlargement, an 
antidote to the deadening monotony of 
simple repetitive work, will pay off in 
lower unit cost. 


Production standards for incentive pay 
will be restricted to jobs of a highly 
repetitive nature, while the principle of 
group work measurement will be adopted 
for the balance of the organization. 

Increased emphasis will be placed on 
motivation of the office supervisor and a 
more equitable evaluation of his perform- 
ance in relation to costs. Equitable stand- 
ards will be developed for the appraisal 
of supervisors and department heads, and 
their compensation will reflect their rela- 
tive performance. 

One of the most challenging tasks 
which confront the office manager today 
and in the future is to relate wages to 
production rather than time spent on the 
job. Work measurement and standards 
of performance are the tools available for 
establishing an equitable distribution of 
the salary fund. 

Increased attention will be given to 
training in fast reading for clerical work- 
ers, and adequate tests will be devised 
which will enable us to screen out ap- 
plicants with sub-standard reading ability. 

More industries will organize for the 
development of institutional educational 
courses along the lines of the work be- 
ing done by public utilities, banks, and in 
the insurance business. As a medium for 
the development of personnel, these 
courses have proven most effective. 

Within the next 25 years, tremendous 
technical advances will give rise to even 
greater social and economic problems 
that will affect us all. The need for deal- 
ing with these articulately will raise the 
status of the office production manager 
far above where it is today. 


—FrANK L. Row.Lanp (Managing Director, Life Office Management Association). 
Best’s Insurance News, July, 1954, p. 57:5. 


Guard Those You Love—Give to Conquer Cancer! 
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RULES FOR THE DICTATION TEAM 


Never HAs THERE been more complaint 
about the cost of stenographic labor than 
today. Salaries in most parts of the 
country have reached all-time highs, and 
the shortage of efficient stenographer- 
typists has been chronic for a dozen years 
or more. In many offices, however, the 
situation can be definitely relieved if ex- 
ecutives pay more attention to their parts 
in the dictator-stenographer team. Here 
are some suggestions for dictators, based 
on experience on both sides of the dicta- 
tor’s desk: 

Remember that the average stenogra- 
pher has been trained in “amanuensis” 
or “secretarial” shorthand, to write a 
maximum of 120 words per minute on 
ordinary dictated correspondence. She 
should not be expected to record non- 
dictated matter at meetings with any de- 
gree of completeness. 

Even experienced, able stenographers 
should be given the opportunity to learn 
technical, professional and trade terms. 
The stenographer who attempts to take 
down unfamiliar material will be unable 
to transcribe it accurately. If the com- 
pany does not maintain a school nor 
operate a formal training program, permit 
the newcomer to spend half a day or so 
examining typical correspondence from 
the files. Instruct her to write down un- 
familiar and difficult words and phrases 
that are frequently encountered. Then 
let her ask questions as to the meanings 
of strange terms. Following this, she 
should make up her own “brief forms” 
for the expressions in question and memo- 
rize them just as she did the shorthand 
or machine system forms at school. 

Dictators should bear in mind that 
shorthand systems are not well designed 
to record proper names; the best pro- 
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cedure is to show the correspondence to 
the stenographer or, better yet, give it 
to her to copy names and addresses. 

Mid-morning and mid-afternoon breaks 
will reduce errors. The strain of steno- 
graphic and typing work is greater than 
generally realized. An operator typing 
60 words per minute actually strikes five 
keys a second, or 18,000 an hour. The 
stenographer taking material at 120 words 
a minute is writing two words a second. 
Experience indicates it is doubtful that 
any ultimate loss of production occurs be- 
cause of work breaks. 

Careful attention to physical factors 
such as noise, light, and proper furniture 
will facilitate production. Stenographers 
require as much light as bookkeepers, 
more than any other category of clerical 
workers except accounting or other ma- 
chine operators. Noise control is impera- 
tive: the telephone bell that sounds like 
a fire alarm is very distracting and causes 
mistakes in work that requires concentra- 
tion. Muting the bells, using pads under 
machines, and installing partitions, rubber 
flooring, and similar sound-control devices 
can reduce fatigue and error and lower 
production costs. 


Most office furniture dealers can give 
sound advice on proper chairs and desks. 
Furniture of proper design, adjusted to 


the individual's physical requirements 
may increase production more than 25 
per cent. Peculiarly enough, however, it 
is the experience of furniture distributors 
that though many concerns pay premium 
prices for adjustable equipment, they fre- 
quently neglect to make readjustments 
after the first occupants leave. 

Failure to prepare adequately for dic- 
tation can waste 50 per cent of a ste- 
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nographer’s time. Necessary references 
should be at hand; notes on what you 
intend to say are timesavers. Avoid send- 
ing the stenographer out to search for 
filed material or making her wait while 
file clerks do the searching. 

Make it a practice, when dictating 
long or difficult matter, to ask that a 
rough copy be typed without carbon on 
second-sheet paper, double-spaced to 
facilitate correction. Few people have the 
faculty of dictating exactly what they 
would like in finished correspondence. 
This fact confronts stenographers with 
what they consider their most puzzling 
problem: To what extent may they 
change the dictation? This problem can 
frequently be solved by the “rough copy” 
transcript of more important material. It 





will save time and tempers for all con- 
cerned. 

Remember that good transcription 
speed is about half ordinary copy typing 
speed. In other words, 30 words per 
minute is excellent in transcribing from 
dictation. No matter what the urgency, 
no secretary should be expected to turn 
out a perfectly typed 300-word report 
in five minutes. As a matter of fact, 
the tension involved in a rush atmosphere 
is not conducive to the relaxed, smooth 
coordination needed in this kind of work, 
and increased errors are the usual result. 

Above all, remember that the stenog- 
rapher-dictator relationship is that of a 
team. If the pitcher does not throw at 
the plate, the catcher cannot always be 
blamed for failing to get the ball. 


—Paut J. Latzen. The Office, July, 1954, p. 63:3. 


Bringing New Typists Up to the Mark 


IN MANY OFFICES, the typist fresh from high school never gets a clear idea of 
just how much work is expected of her at the outset, how much more as she 
gains experience, and how near or far she is from the goal at any one time. 
With no definite goal set for her, and no measure of her progress, she doesn't 
know where she is headed. So it’s not surprising if she doesn’t care how much she 


dawdles on the way. 


Bell Telephone Laboratories has set up definite “lines-per-hour” standards for 


typists of different degrees of experience. 


For instance, girls are expected to reach 


a standard of 40 lines an hour within a couple of months ‘after they've been 


hired. 


As they gain some familiarity with the highly technical 


and difficult 


phraseology used, they are expected to increase their output to at least an average 


of 60 lines an hour. 
and some are doing much better. 
provement in typing speed. 


Most senior girls maintain an average of 80 lines an hour, 
Periodic merit pay increases are geared to im- 


Typed work is proofread and given to the group leader, who counts the lines 
in the copy by means of a yardstick scaled to the width and kind of copy. If 
the typing must be done over, the typist’s production record is debited with the 
time she spent but not credited with the lineage which has to be retyped. Hence 
her average hourly production figure goes down. 

Weekly and quarterly reports on the average hourly production of each girl, 
prepared for the office supervisor, are available for the girls to check themselves 
If progress is so unsatisfactory that a girl is twice passed by for a merit progres’ 
sion increase, she does not remain on that job. 


Supervisor's Personnel Newsletter (Bureau of Business Practice, 
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New London, Conn.) 5/10/54 
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REDUCING FATIGUE IN THE OFFICE 


One oF THE biggest problems facing 
office management today is fatigue arising 
from physical effort, mental application, 
or boredom. Because fatigue can be a 
very expensive factor in affecting office 
production, it merits more general con- 
sideration. Here are 10 ways of reducing 
- 


1. Proper height of desks and chairs. 
Equipment can play a big part in con- 
trolling the physical aspect of fatigue. 
Until a few years ago, the standard height 
of office desks was 30/2 inches. The re- 
search work of the equipment manufac- 
turers eventually caught up with and in- 
fluenced design so that today the varying 
heights of employees can be compensated 
for by adjusting the desk height. This 
factor alone has done much to reduce 
fatigue. 


2. Proper posture chairs. Time-and- 
motion study experts have demonstrated 
again and again that there is a normal 
working area at each desk. The proper 
chair permits the employee to use this 
working area without reaching or strain. 

The posture chair should give proper 
support to the back so that the employee 
can work without sitting on the edge of 
the chair. He should be able to lean back 
and continue to work in a normal posi- 
tion. 


3. Regulated coffee break. In order to 
relieve the immediate fatigue that comes 
from continued application (mental as 
well as physical) and from the monotony 
of routine work, the coffee period was 
originated. The break period should be 
introduced between one hour and one 
and a half hours after starting time and 
should last between 10 and 15 minutes. 
It is obvious that proper facilities must be 
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available so that the employees can be 
served within the time limit. 

4. Proper floor covering. Resilient 
floor covering can do much to reduce fa- 
tigue, if office workers must move about 
a great deal. Proper floor covering will 
also help reduce noise reverberation and 
promote safety. Many broken legs and 
fractured hips are caused by slippery 
floors. 

5. Control of internal noise. By re- 
ducing fatigue, sound control can increase 
productivity by 10 to 15 per cent. Effec- 
tive sound control presents many prob- 
lems. Unless, for example, outdoor 
sounds can be reduced by closing the win- 
dows, the control of indoor sounds is 
pointless. This may require air condi- 
tioning, which in some cases is not prac- 
tical because of structural handicaps. The 
air-conditioning industry is making avail- 
able auxiliary units capable of unit appli- 
cation, so that sound control may be 
possible for many offices. 


6. Proper illumination. No one should 
guess at the amount of illumination re- 
quired in an office. Services are available 
for advice on the proper amount of il- 
lumination required for each kind of 
work, and the use of a light meter will 
measure the amount actually being pro- 
vided. It is obvious that continued close 
application to detail will require consid- 
erably more light than an occasional ap- 
plication of short duration. Yet few 
offices, except where special attention has 
been paid to productive efficiency, have 
recognized this difference in requirements. 

7. Reduction of movement. The study 
of motion economy can reduce movement 
of the worker in processing the work and 
the movement of the work in process. 
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Office management’s goal should be to 
remove all unnecessary motions. Unfor- 
tunately, office management is not as 
aware as the plant or industrial manager 
of the importance of movement. 

8. Eye-appealing office decoration. 
Many firms are now permitting the vari- 
ous departmental managers to choose of- 
fice decorations. For example, the Ameri- 
can Dental Association in Chicago, Ill., 
uses eye-appealing colors in its various 
offices, selected by the manager of each 
unit. Wallpaper is used effectively to 
carry out the scheme. Ain increasing 
number of companies are using wallpaper 
because of its flexibility of design. 


9. Proper use of music. The decision 
to use music to relieve monotony should 
be based on professional advice. The U. S. 
Department of Labor in 1947 published 
a pamphlet entitled “Music While We 


—Harry L. WYLIE. 


Work.” Even though this booklet is 
directed at industrial plants rather than 
offices, it does make certain suggestions 
applicable to both. 

Music as a morale booster cannot be 
indiscriminately applied to all work. 
Where creative work is required and con- 
centration is necessary, music can be an 
interference. Music should have variety, 
but should avoid extremes. Popular and 
semi-classical music is probably best. 

10. Convenience and adequacy of rest- 
rooms. The absence of convenient facili- 
ties will affect morale which will, in turn, 
influence fatigue. Inadequate toilets, 
restrooms, recreation facilities, or even 
drinking fountains can be used as an 
excuse for lowered production. Good 
physical facilities are not the only factor 
in the formula for effective performance 
—but they are certainly important. 


American Business, Vol. 24, No. 4, p. 16:2. 


MECHANIZED PRODUCTIVITY IN THE OFFICE: HOW FAR AHEAD? 


As orrice managers we are all thinking 
and talking of the many benefits to be 
derived from further development of 
electronics and the attainment of the 
electronic era. But for most of us this 
era is still in the future. The office man- 
agement profession, as a group, is in no 
sense ready for the electronic era. We 
have hardly begun to take advantage of 
established and accepted mechanical and 
electrical engineering practices long in 
use in the plant. 

Though there has been talk and consid- 
eration, the engineering and inventive 
techniques which have made possible our 
fantastic industrial progress have not 
worked their way into the office except 
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on a limited basis. For example, how 
many offices have a budget providing for 
the development of jigs, fixtures, and 
equipment modifications to suit their spe- 
cific requirements? How many offices, 
large or small, have taken advantage of 
modern materials-handling techniques— 
e.g., conveyors and special handling equip- 
ment—in the office? How many have at 
their disposal an engineer or an engineer- 
ing service with an understanding of of- 
fice problems? How many offices have 
faced demands from organized labor that 
force them into higher productivity to 
compensate for higher wages? This has 
been a strong force in the development 
of many automatic factory operations. 
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Clerical wage rates have increased, of 
course, but apparently the increases have 
evolved in such an innocuous manner that 
they have not shocked us into action. 

Each of the factors mentioned above 
has been a motivating force for mechani- 
zation in the plant or factory area, but 
none has been equally present in the office. 
We have been inclined to accept increased 
office costs as inevitable unless we could 
apply standard available office equipment, 
without modification, toward its reduc- 
tion. As a result, I believe, productivity 
of the office worker has actually decreased 
in the past 10 years. 

There is no reason why the factory 
engineering philosophy cannot apply to 
the office, but it has not been so applied. 
Why should this be true? 

Perhaps executive management is un- 
sympathetic. But in this case we should 


ask whether the problem has been pre- 
sented in a manner which has appealed 
to them. Have you ever presented a pro- 


posal converting your potential cost re- 
duction into profits, then determining the 
required increase in manufacturing and 
sales volume to provide an equal increase 
in profits? Do you know the amount of 
capital funds available and the return 
expected by your company on its invest- 
ments to justify development? How much 
confidence does your executive manage- 
ment have in your technical ability along 
engineering lines? What is the possible 
obsolescence factor of both present and 
proposed equipment? Normally, we pro- 
ject our present cost into the future for 
comparison with a contemplated change. 
How much more might your present op- 
eration cost in the future, due to obso- 
lescence, deterioration and decreased ef- 
fectiveness of present equipment? 
Perhaps the office manager feels that 
it is the duty of the equipment manufac- 
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turers to provide him with the necessary 
tools. Many equipment manufacturers, 
however, have spent hundreds of thou- 
sands of dollars in attempts to develop 
for the specific needs of a customer, only 
to find that the market for such a devel- 
opment was too limited to provide any 
return on their investment. 

Perhaps there is a reluctance to face 
the temporary increase in cost which al- 
ways precedes any reduction resulting 
from new development. There are always 
varying degrees of research, engineering, 
shop work, development of operating 
techniques, and training of personnel. 
Perhaps we hesitate to approach execu- 
tive management with proposals because 
of these somewhat uncertain factors. 

Whatever its causes, the problem is not 
a simple one. In the vernacular, there 
is no “quick and dirty solution.” Here, 
however, are a few practical suggestions: 

1. Secure approval of a budget equal 
to at least 5 to 10 per cent of your pay- 
roll for mechanization development pro- 
jects. 

2. Contact nearby machine shops, die 
makers, and cabinetmakers. Develop 
their interest in helping you to work out 
your problems. They will probably be 
able to call on someone with designing 
ability to assist. 

3. Borrow an engineer from your en- 
gineering department for a period long 
enough for him to learn of your problems, 
for the development of sclutions, and for 
installation and follow-up in making any 
new developments work. 

4. Retain an experienced engineering 
firm to work with you on analysis and de- 
sign problems. 

If your problem is of sufficient magni- 
tude you should consider hiring: (1) an 
experienced engineer with a background 
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of mechanical design and perhaps a bit of 
electrical experience, coupled with ex- 
posure to industrial engineering in the 
office area—in short, an office engineer; 
(2) an experienced industrial engineer 
with a record of unique accomplishment 
in the office area; or (3) a young engi- 
neering graduate with mechanical or elec- 
trical training, and an aptitude for analy- 
tical design. 


Most important of all, do not neglect 
self-education. Very few of the great 
inventors had formal engineering train- 
ing. They were objective. They found 
a problem, and they found a solution. 
There seems to be a great void today 
between the man with problems and the 
man with solutions. It is entirely up to 
the office manager to fill that void. 


—From an address by R. L. Harrewi before the Westchester (N. Y.) Chapter of the 
National Office Management Association. 
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HOW A BIG COMPUTER TAKES OVER. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), July 24, 1954. 25 cents. Setting up 
a paperwork routine for a large electronic 
computer, adapting it to the type of work re- 
quired, and establishing the operation on a 
cost-saving basis is as hard a job as an office 
force will ever face. Using as an example a 
system to be installed in the Newark office 
of the Prudential Life Insurance Company of 
America, this article emphasizes that there is 
so much to be learned about the commercial 
application of electronic computers that the 
expected miracles will arrive grudgingly and 
piecemeal. 


CORRESPONDENCE IS THE CORNERSTONE. Office 
Management (212 Fifth Ave., New York 10, 
N. Y.), June, 1954. 25 cents. Eleven years 
ago the Mutual Life Insurance Company of 
New York installed a continuous corre- 
spondence-improvement program consisting of 
clinics, guide manuals, time controls, and in- 
dividual counseling and follow-up. The com- 
pany estimates that it is now saving more than 
$85,000 annually because of this program; 
moreover, wena 4 the amount of insurance 
written by MONY is growing, the number of 
letters sent out from its offices is steadily 
decreasing. 


WHAT IS HAPPENING TO THE OFFICE? By Eric 
Larrabee. Industrial Design (18 East 50 
Street, New York 22, N. Y.), April, 1954. 
$2.00. The office, once invented, had to be 
justified, the author claims, hence the cult of 
compulsive workfulness reflected in today’s 
office organization and equipment. More re- 
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cently, however, the office is being called upon 
to be both an outpost and a refuge, where 
effort and relaxation need not be in conflict. 
Mr. Larrabee describes how this development 
took place and discusses its implications for 
office design in the future. 


MOTIVATING EMPLOYEES WITH NON-MONETARY 
INCENTIVES. By Leon C. Megginson. The 
Office (270 Madison Avenue, New York 16, 
N. Y.), July, 1954. 25 cents. Management 
must obtain the cooperation of individual em- 
ployees through the judicious use of material 
and non-material incentives. Up to a certain 
level, the former are adequate; beyond that 
point, the author states, their value decreases, 
and the non-material incentives—classifiable 
under the headings of personal development, 
development of the group spirit, and the 
service concept—become increasingly effective. 


HAUL DOWN YOUR OFFICE OVERHEAD. By 
Harry N. Kamph. Office Executive (132 West 
Chelten Avenue, Philadelphia 44, Penna.), 
May, 1954. 50 cents. Excessive overhead costs 
are almost inevitable, asserts the author, when 
this year’s budget is developed merely by pro- 
jecting budgets of prior years with due allow- 
ances for volume and product mix changes. 
The strategy outlined here for extracting hid- 
den profits from office overhead costs involves 
(1) examining the functions behind the over- 
head budget; (2) “disciplining” overhead 
costs in certain key areas; (3) positive advance 
planning; (4) augmenting overhead in some 
areas to increase over-all profits; and (5) 
humanizing the cost-reduction program. 
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TOWARD MORE EFFECTIVE BUILDING MAINTENANCE 


Mi awtamine its present buildings costs 
industry about $2 billion a year. More- 
over, approximately $10 billion of new 
construction is being added each year, and 
demolition lags far behind that figure. 

In attempting to maintain any building 
in as near its original condition as pos- 
sible, management must consider a variety 
of factors. 

What is the nature of the products 
manufactured? Are the foundations built 
on piles, so that deterioration due to 
dry rot or borers will cause settling and 
affect the walls and floors? What protec- 
tive coatings will give the best life over 
a period of years? 

Semi-annual inspections will reveal the 
necessity for repairs while they are still 
minor. Reports should be all-inclusive, 
covering both the inside and the outside 
of the buildings, and estimates should be 
prepared so that a preventive maintenance 
program can be scheduled. A comparison 
of the costs each year will show how well 
the job is being done and indicate whether 
any drastic changes should be considered. 
Where the costs are high, photographs 
of those parts of a building that are 
deteriorating slowly can help to show 
the rate of deterioration and act as a 
valuable argument for approval of a major 
expenditure. 

The inspection reports might well cover 
the following items: 

Piles Fortunately 
only a small percentage of buildings re- 
quire piles. Failure can occur from de- 
cay, insect attack, marine borer attack, 


and Foundations. 
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mechanical wear, fire, or corrosion, and 
it is imperative to know of any condi- 
tion requiring attention as early as pos- 
sible. 

Roofs. Though no one type of roof 
is better than another, some roofs are 
more desirable under certain conditions. 
A good roof can be laid by a first-class 
roofer using good material on a sound 
base, and if it is maintained properly 
after it is installed, it should sustain long 
wear with minimum trouble. 

Floors. In most cases, floor troubles can 
be overcome by regular inspections and 
preventive maintenance. The floor used 
should be able to withstand any special 
conditions present; thus, if the floor 
is to be wet, ample slope should be 
put in for proper drainage. Here again, 
no one material is a cure-all under all 
circumstances. Therefore, someone who 
understands flooring should be consulted 
on the program of preventive floor main- 
tenance to insure that floors will receive 
proper preservative treatment and care 
before they start to wear seriously. 

Paint. Painting also represents a large 
item in the annual building maintenance 
budget. For each condition of exposure 
and service, there are optimum paint ma- 
terials and systems which will give longest 
life. Fourfold increases in protective life 
by the use of proper paint systems are 
common and can often be easily obtained 
in areas of severe paint deterioration. 

One of the greatest single causes of 
early paint failure is applying the paint 
too thinly for durability and long life. 
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For many aggressive chemical exposures a 
minimum paint thickness of .005 inches 
(five mils) is required. In exposures of 
lesser severity, this thickness may not 
be necessary, but for each exposure there 
is a minimum paint thickness which should 
not be reduced. 

In the chemical industry the material 
and labor costs of applying a three-coat 
paint system approximate 32 cents per 
square foot. Of this 32 cents, approxi- 
mately one-half, or 15 cents per square 
foot, is expended for cleaning the surface 
preparatory to painting. This is a worth- 
while investment, we have found, since 
the paint film remains intact and pro- 
tective. 

Immediately after it is completed, every 
paint job should be placed on a regular 
inspection and repair schedule, and spot 
failures should be repaired as they occur. 
On the basis of chemical industry aver- 
ages, direct painting costs averaging 14.3 
cents per square foot per year of pro- 
tection have been reduced to 6.7 cents 
per square foot per year, solely through 


regularly scheduled inspection and repair. 

A recently developed item, designed to 
replace glass in windows and partitions, 
is a translucent flat plastic sheet made of 
polyester resins reinforced with a fiber- 
glass mat. Though it can be purchased 
in various colors, pale green gives espe- 
cially good light diffusion, together with 
visual comfort. In replacing panes in 
buildings subject to severe vibration, con- 
cussion, radiant heat, and other causes of 
failure, this item is particularly useful. 
The original cost is more than for glass, 
but, in view of glass breakage, the plastic 
is cheaper over a long period. 

In maintaining buildings, it’s a good 
idea to prepare a budget by building 
numbers each year, so that management 
can review the total cost of rehabilitation 
versus the possibility of new construction. 
Thus, if we were to consider separately 
the rehabilitation of a roof, floors, foun- 
dations, sprinklers, or service lines, we 
might not realize that the cost of all 
these repairs could equal the replacement 
cost of the building. 


—Ricuarp C. AustTIN in Techniques of Plant Maintenance and Engineering 1953 
(Clapp & Poliak, Inc., New York). 


GETTING THE MOST FROM TRAFFIC MANAGEMENT 


American industry annually moves over 
600 billion ton-miles of inter-city freight 
and spends more than $16 billion for 


this transportation service. However, 
countless business executives know very 
little about this expense—one of the most 
important costs of doing business—ac- 
cording to a recent survey of 31 traffic 
departments. 

Perhaps one explanation for the 
mystery shrouding transportation costs is 
a tendency for most shippers to assume 
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they are powerless when railroads or 
truckers raise rates. Other firms, who 
merge transportation expenses with the 
cost of purchases on inbound shipments 
and with selling costs on outbound move- 
ments, inadvertently conceal their trans- 
portation costs and, as a result, overlook 
them. Firms selling F.O.B. factory some- 
times ignore transportation costs entirely, 
in the belief that the customer should 
worry about his freight bill. Unfortu- 
nately, the customer will do just that, 
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with the result that he may change sup- 
pliers. 

The magnitude of the annual freight 
costs which were reported in the survey 
Was amazing. The range was between 
$155,000 and $48 million. Twelve of 
27 firms had transportation expenses ex- 
ceeding $1 million. Furthermore, the 
ratios of transportation expense to gross 
sales pointedly demonstrate that trans- 
portation costs are frequently a very sub- 
stantial portion of the cost of sales. For 
the lowest ratio of 0.4 per cent, the 
absolute size of the transportation bill 
was over $200,000. It is evident that 
freight expenses are extremely important, 
both in relative and absolute terms. 

The cost of traffic administration, 
which includes all salaries and office over- 
head incident to the operation of the 
trafic department and its adjuncts, is a 
major element in over-all traffic costs. 
The respondents’ trafic administration 
costs ranged from $10,000 to $1.2 million. 
Out of 25 firms, 15 had traffic adminis- 
tration expenses between $10,000 and 
$100,000. The lowest cost for adminis- 
tration in terms of the transportation 
dollar was 0.7 cents, while the highest 
figure was 16.6 cents. 


A correlation of trafic administration 
costs with the dollar transportation bill 
lends considerable support to the hy- 
pothesis that the unit cost of managing 
freight declines as total transportation 
expense increases. This phenomenon can 
be explained by the fact that a traffic 
department utilizes more specialized labor 
as it expands. The salary of the traffic 
manager and office overhead are gradual- 
ly spread over more units as additional 
freight is handled, with the result that 
the unit cost declines. This principle 
should be of interest to growing firms, 
since it means they can look forward to 
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lower unit traffic administrative expenses 
as their sales rise. 


It is also significant to note that the 
departments controlling larger freight 
volumes generally performed more func- 
tions than those handling smaller amounts 
of freight. Thus, unit traffic cost de- 
creases as tonnage rises, despite the fact 
that the trafic department is providing 
added services. 

The traffic - administration / transporta- 
tion expense ratio also has some correla- 
tion with the transportation/sales ratio. 
Unit trafic costs were lower in cases 
where transportation was a higher por- 
tion of sales. 

Though the majority of the respondents 
budgeted their trafhc department admin- 
istrative costs, transportation expenses 
as a whole were rarely subject to a 
formal budget. All traffic men consulted 
agreed that it is both difficult and in- 
advisable to set budgetary maximums on 
transportation expenses. The most im- 
portant reason is that transportation ex- 
penses frequently rise as a company re- 
duces its manufacturing costs and thereby 
expands its markets. Setting an arbitrary 
budget maximum on transportation ex- 
penses is, in effect, setting a maximum on 
sales. 

The productivity of a trafic depart- 
ment can be measured by the amount of 
money it saves and the services it pro- 
vides. An efficient trafic department may 
defray most of its administrative ex- 
penses through monetary savings. In one 
case, rate reductions negotiated by a traf- 
fic department saved $100,000 and helped 
in a major way to keep the plant competi- 
tive with other manufacturers in its mar- 
kets. Consolidation of inbound tonnage 
and outbound shipments produced sav- 
ings of $50,000 in 1952 in another firm. 
In a third company, the traffic depart- 
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ment saved $156,184.98 by operating 
private equipment instead of using com- 
mercial transportation services. 

The survey indicated that the most 
significant sources of savings were, in 
order of rank: (1) rate and classification 
adjustments, (2) loss and damage claim 
collections and prevention, and (3) con- 
solidations and pooling of shipments. 

However, there are two shortcomings 
in measuring traffic productivity in mone- 
tary terms. The first of these results from 


difficulties in calculating dollar savings 
accurately. The second criticism is more 
significant. Many traffic managers feel 
that quotation of dollar savings empha- 
sizes the least significant aspect of their 
work. They believe that their cooperative 
services, such as the expansion of sales 
markets and provision of a reliable flow of 
material, are most important. Undue em- 
phasis on savings leads top management 
to believe that this is traffic’s fundamental 
objective. 


—Paut B. BLOMGREN and JosEPH R. Hartiey. Getting the Most from Traffic Management 
(Transportation Department, Indiana State Chamber of Commerce, Indianapolis 4, Ind.) 


Company Purchasing Costs Today—A Survey 


COSTS RANGING from less than $1 to more than $25 per purchase order have 
been reported by 25 manufacturing firms participating in a survey conducted 
recently by the Canadian magazine Plant Administration. Companies reporting 
included textile plants, foundries, flour mills, machinery manufacturers, plastics, 
paper boxes, motor controls, paint and varnish, automotive parts, food, electrical 
equipment, printing, and agricultural implements. Most of the companies had 
about 250 employees, but the range was from 50 to 8,500. 

Results of the survey showed that the total value of purchases last year ranged 
from $125,000 to $55 million, and the cost of operating the purchasing depart- 
ment from $3,000 to $250,000. Six companies reported costs ranging from $5,000 
to $10,000 and five others put the figure between $10,000 and $20,000. The 
number of purchase orders issued ranged from 860 to 55,000. 

Eight respondent companies indicated that their cost per purchase order was 
between $2 and $3; the average total value of purchases in these firms was $4.2 
million. Five indicated a cost per purchase order of between $1 and $2; average 
total value of purchases in these companies was $1.6 million. Three firms reported 
a cost per order below $1; four placed it between $3 and $5; two between $5 
and $10; one between $10 and $20; and one over $20. 

Eight of the replies indicated that the purchasing manager reports to the senior 
manufacturing executive (usually called the plant manager). In 10 cases, he 
reports to the general manager, and in four to some other top management 
executive. In 12 companies, inventory control is not included in the purchasing 
function. 

—Plant Administration 4/54 





“BLUNDERBOARDS” are being used at Republic Aviation Corp. to point up the 
waste in items which must be scrapped because of careless handling. Actual tools 
and parts, damaged in use, are mounted on special boards located at strategic points 
throughout the plant. Costs of the items scrapped are also indicated on the boards. 


-—American Business 


The Management Review 





PLANNED COST REDUCTION: ONE COMPANY’S PROGRAM 


S vastantiat cost reduction has been 
achieved by the Toronto plant of Can- 
adian Johns-Manville through a coordi- 
nated program involving many phases. 

The largest savings have been effected 
in the areas of improved methods and 
material handling, wage incentives, and 
material usage. These reductions were 
achieved in the face of continually in- 
creasing cost of materials and labor from 
year to year. 

One of the biggest single items in gain- 
ing full employee support for the cost 
reduction program has been the company’s 
efforts to stabilize production and provide 
year-round employment. Sales of the 
products made by the major production 
departments in the Toronto plant are 
highly seasonal, and when the plant first 
started operating in 1948 it seemed in- 
evitable that seasonal layoffs would occur. 
However, through improved scheduling, 
larger inventory capacity, and flexibility 
in the employee group, there have been 
no layoffs in the past two years. And in 
one department the cost of finished goods 
shipped for four different products has 
been reduced by amounts ranging from 5 
to 16 per cent since 1950. 

Each year the vice president of produc- 
tion, after reviewing the previous year's 
operations, determines the amount of cost 
reduction that he feels can be accom- 
plished in the coming year. The over-all 
dollar objective is passed on to the plant 
manager, who, in turn, requests all pro- 
duction and service department superin- 
tendents to estimate the amount of cost 
reduction which their respective depart- 
ments can establish as a goal. Next, this 
information is collected by the industrial 
engineering department and_ reviewed 
with each production and service depart- 
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ment in order to reconcile the savings to 
achieve the requested total. 


When it is definitely established that 
the amount can be attained, a detailed 
breakdown as to department and person- 
nel responsible for achieving the goal is 
submitted to the plant manager and the 
vice president for production, together 
with an outline as to how these objectives 
will be accomplished. It is possible that 
the vice president of production may be 
asked to revise his figure to avoid the pos- 
sibility of establishing a discouraging, un- 
realistic or impossible objective. 

To establish a system of progress re- 
porting, a cost reduction agenda is drawn 
up by the industrial engineering depart- 
ment covering all of the outstanding items 
of cost reduction for the plant. This 
agenda is reviewed monthly as to prog: 
ress and completion of the various pro 
jects, and a monthly report is prepared 
for the vice president of production show- 
ing the annual savings obtained for the 
month and year to date. 

Each item claimed as a cost reduction 
is checked after it is put into effect to be 
sure that the savings stated are actually 
being achieved. Only then are these sav- 
ings claimed against the over-all objectives 
on an annual basis. 

The company finds that the following 
types of meetings are necessary in its cost 
reduction program: 


Monthly cost reduction meetings, at- 
tended by the plant manager and the pro- 


duction superintendent concerned, the 
plant engineer, the industrial engineer and 
other service department heads. 

Engineering project meetings, where 
new and improved experimental design 
and equipment are discussed. 





Commercial project meetings, designed 
to improve the quality of a product or to 
introduce a new product. 

Semiannual cost reduction meetings, at 
which the cost reduction program is re- 
viewed, new ideas and plans are formu- 
lated, and a good look is taken at the 
progress achieved over the six months 
past. At this meeting, too, first-line su- 
pervision personnel carry the ball on spe- 
cific assignments. 

The success of the company’s cost-re- 


ing the active support of everyone from 
top management to the machine operators. 
The problem is stated in simple terms 
down through all levels of supervision. 
The foremen, in turn, carry the message 
to their own groups. Everyone is en- 
couraged to regard it as his own personal 
problem. It is presented as a challenge 
to every employee, in an effort to develop 
a team-spirit approach. From the begin- 
ning, the company’s efforts toward cost 
reduction have had the full support of 


duction efforts largely depends on enlist- the local union. 
—R. C. SHaw. Plant Administration, Vol. 14, No. 5, p. 57:7. 


The Age of Automation—It’s Already Here! 


SOME SIGNIFICANT examples of the rapid spread of automation were recently cited 
by John Diebold, editor and associate publisher of Automatic Control. 

On the factory front, Ford's Cleveland engine plant is highly automatic and so 
is its Buffalo body plant—in both plants, engine blocks and body plates go through 
many different engineering steps without aid from factory workers. General Elec- 
tric’s Louisville plant automatically assembles refrigerators. The new color televi- 
sion set industry is working hard on automatic ways to assemble both tubes and 
circuitry. The factory employing 10,000 today, estimates Diebold, can operate 
eventually with as few as 250, “half of whom will sweep the floors.” 

Automation will revolutionize office procedure, too, Diebold believes. In_ its 
Lyons (N.Y.) plant, Hickok Mfg. Co. has installed a system through which, at the 
press of a button, packaged garters, suspenders and belts shoot onto a conveyor 
belt for shipping to retailers, and with which the firm has cut personnel handling 
orders from three employees to one, who works only two hours a day on orders. 
The automatic systems through which New York’s Pennsylvania Station and 
American Airlines’ New York ticket office handle reservations are other examples 
of automation’s boons. Metropolitan Life has just purchased a Remington Rand 
“Univac” that, among other things, handles premium billing automatically. 

Automatic control systems will also be important in retailing accounting. A 
clerk will be able to punch a special cash register with stock sold and price, and an 
electronic system will do the accounting automatically. At any time, a printed 
record of the day's business would be available. Both Detroit's J. L. Hudson and 
New York's Bloomingdale department stores have systems that automatically 


tabulate inventory in their furniture departments. 
—Tide 4/24/54 





AT THE Gorman-Rupp Company in Mansfield, Ohio, it is recognized that congenial 
people work together better. So applicants are accepted for employment only after 
they've been endorsed by three employees. A result has been the development 
of a friendly shop, where even the newest worker feels he’s accepted. 

—Factory Monagement and Maintenance 
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EFFECTIVE TRAINING FOR QUALITY CONTROL 


Waar are THE characteristics of suc- 
cessful company programs in quality edu- 
cation? Who should be educated in 
these programs, and on what basis? 

The basic management objective for 
company quality education may readily 
be formulated as “the development for 
plant personnel—in all functions and at 
all levels—of those attitudes, that knowl- 
edge, and those skills in quality which 
may contribute to production of company 
products at minimum cost consistent with 
full customer satisfaction.” 

The objective is a broad one, and can 
be achieved only in part by the use of 
formalized classroom types of training. 
Much of the quality learning process— 
especially in attitudes but to an appre- 
ciable extent also in knowledge and skills 
—takes place very informally and almost 
imperceptibly during the course of a 
man’s regular working day. 

The only certain thing about quality 
problems is that their content will be 
subject to continual change. Hence the 
most effective quality training courses are 
those which are problem-centered rather 
than theory-centered, built around spe- 
cific assistance in helping men and women 
do their quality job better, and designed 
to disseminate principles and practices 
for solving basic, down-to-earth quality 
issues rather than broad, general theories 
for discussion only. 

In developing a training program, the 
company quality control engineer and/or 
training staff should work and consult 
with the line organization to the fullest 
extent possible, especially in regard to 
the scope and kinds of material to be used 
in the program. Line people should be en- 
couraged to feel that course work is being 
carried on by quality control engineering 
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as an assistance to the line rather than 
as a substitute for it. 

Participants in quality control courses 
should be strongly encouraged to continue 
their education on a self-training basis 
after completion of the formal course, 
through whatever means are most ap- 
propriate. Moreover, formal quality con- 
trol training courses should have definite, 
organized provisions for brief, periodic 
refresher courses for plant personnel who 
have completed the basic training course. 


The training program should ultimately 
include or involve as participants all levels 
of personnel, from general management 
through to the skilled machinists. How- 
ever, since interests and objectives differ 
widely among organization levels, indi- 
vidual courses in the quality control train- 
ing program should be tailored to fit these 
several needs. Thus, in large plants, a 
long-range program of quality control 
training may include any or all of the 
following training activities: 

1. A brief and general course for first 
line supervision in modern methods of 
planning and controlling quality, concen- 
trating essentially upon the physical ele- 
ments affecting product quality. Such a 
course often will run three or four ses- 
sions, each of one or one and one-half 
hour’s duration. 

2. A general orientation discussion for 
middle and upper management levels, 
portraying modern quality control as a 
management planning and control tech- 
nique, and concentrating upon the dollar 
and financial aspects of quality. Such a 
course often involves two or more hour 
or hour-and-a-half sessions. 


3. Orientation training in quality for 


new plant employees. This work may be 
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carried on as a part of regular new em- 
ployee plant orientation activity. 

4. A brief, simple visual presentation 
to skilled workmen and assembly opera- 
tors of some of the machine process and 
assembly aspects of quality control. 

5. A course in methods and routines 
of practical quality control for inspectors, 
laboratory men, selected foremen, and 
others whose daily work requires new 
and better quality training. Such a course 
may run from 16 to 20 sessions and em- 
phasize engineering, manufacturing, sales, 


and inspection phases of quality control. 
It should include a brief general review 
of the statistical methods that may be in- 
volved. 

6. A detailed training course for indi- 
viduals who may become full-time mem- 
bers of the quality control organization 
or whose work and background make such 
training desirable. Such a course may 
not only involve detailed discussion of 
practical quality techniques and methods 
but also provide a basic knowledge of 
the statistical methods that may be useful 
in a modern quality control program. 


—A. V. FeIGENBAUM. Industrial Quality Control, May, 1954, p. 24:6. 


PURCHASING FOR PROFIT: A SIX-POINT PROGRAM 


D uninc A peRiop of economic adjust- 
ment, most companies must find ways to 
operate profitably with reduced volume. 


Possibilities of savings through taxes are 


relatively low, and through reduced 
wages, remote. Labor-saving machinery 
usually requires sizable expenditures for 
capital equipment to accomplish limited 
savings. The only remaining solution is 
the efficient spending of the approxi- 
mately 55 per cent of every sales dollar 
spent on materials and services. 

Some examples of purchasing for profit 
taken from the daily activity files of the 
Geo. D. Roper Corporation may have 
direct application to your operations: 

Procurement research. Cost studies 
conducted by Procurement Research indi- 
cated tremendous cost savings could be 
made by substituting a component for the 
one we were then using. Sample com- 
ponents were obtained and submitted to 
our research and development department. 
After comprehensive tests, they were ap- 
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proved for use. Results of procurement 
research activity on this project will con- 
tribute $55,000 annually toward profit. 

Vendor relations. Specifications from 
our Ordnance Division called for square- 
edge silver brazing wire. Our vendor 
suggested a change to rolled-edge rings. 
He took his case to the Ordnance Division 
and convinced them that savings could be 
made. Cost reduction through his activ- 
ity totaled $40,000 in a year. 

Inventory control. During the first 
eight months the purchasing department 
was actively charged with the responsi- 
bility for inventory control, inventory was 
reduced by $200,000. During the same 
period, no interruptions were caused by 
lack of material. Putting our “cost of 
possession” figure at about 10 per cent, 
we found we could add another $20,000 
per year profit through inventory control. 

Value-analysis buying. Studies showed 
that a different principle could be em- 
ployed in crating our ranges. This en- 
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abled us to remove operators from the 
assembly line. The crate itself was more 
costly than before, yet the change re- 
sulted in a yearly saving of better than 
$12,000. 

Standardization. Our design and spec- 
ifications required certain components to 
be made on special order by our supplier. 
On investigation we found that, with 
minor modifications to our ranges, stand- 
ard components could be adopted. The 
yearly savings on these two _ items 
amounted to better than $148,000. 

To achieve maximum savings, it is im- 


portant to make full use of your purchas- 
ing department. Where else within your 
organization can management get factual 
market information that has not been 
colored by the optimism of Sales or the 
conservatism of Finance? Purchasing is 
an excellent sounding board for reporting 
and observing marketing trends. Its con- 
tacts with a vast field of suppliers, diverse 
in nature yet specific in commodity, pro- 
vide a reservoir of information that can 
and should be tapped to keep your com- 
pany abreast of the rapid changes in our 
complex economy. 


—RAaLPH F. HornBacu. Purchasing, Vol. 36, No. 5, p. 99:5 


Industry’s Safety Practices—A Survey 


HOW WIDESPREAD are formal safety programs in American industry today? The 
findings of a recent Mill © Factory survey conducted among 418 industrial firms 
of different types and sizes show that 90 per cent of the companies answering have 
organized safety programs in their plants. 

Safety is the function of a regular safety department in 47 per cent of the 
companies. Most of such departments, 71 per cent, are operated by fewer than six 
persons. 

Plant operating divisions hold regular safety meetings in 75 per cent of the firms 
replying. The majority of meetings occur monthly. Foremen’s safety meetings 
are regularly employed in 84 per cent of the respondent firms; safety demonstra- 
tions, in 43 per cent; bulletin boards, in 97 per cent; posters and slogans, in 91 
per cent; and departmental contests in 25 per cent. 

Departments handling safety functions in the respondent firms include indus- 
trial relations, personnel, production, maintenance, plant protection, engineering, 
and manufacturing 


“Blackmailing” the Plant Engineer 


IT'S ALL in a good cause— safety. But it does come awfully close to blackmail 
Here's how this little scheme works, at Clark Controller Company, Cleveland: 

Reports of the safety committee, including specific listing of accident hazards 
anywhere in the building or grounds, are posted on all bulletin boards. And the 
reports stay up until the plant engineer notifies the committee that the condition 
has been corrected. 

A combination of good-natured kidding and a natural desire to avoid this 
particular type of publicity produce the following result: The reports don't stay 
up for long 


Factory Management and Maintenance 
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Sizing Up Your Materials Handling System 


HOW MODERN 1s your materials handling equipment? The following checklist is 
intended to help pinpoint areas where your materials handling system may be out 
of date or inefficient: 


1. Have you tried to integrate your equipment into an efficient system? Do 
conveyors supplement hoists, trucks, and other units to maintain uninterrupted ma- 
terial flow? 


2. Have you properly analyzed your materials handling problems to be sure you 
are using the correct equipment to solve them? 


3. Do you have a specific department and personnel to deal with materials 
handling problems? 


4. Are you training supervisors in the application of proper materials handling 
methods and equipment? 


5. Have you standardized your materials handling equipment where possible? For 
example, do pallet sizes and pallet lift trucks match? 

6. Are your floors level, clean, and in good condition? 

7. Is your materials handling equipment less than 10 years old? 


8. If you use battery-powered machinery, are charging facilities centrally located 
and under one responsibility? 


9. Have you prepared a flow chart of operations from incoming raw materials 
to outgoing finished products? 


10. Do you use unit loads where possible? 


11. Have you eliminated manhandling of loads over 20 Ibs. that must be moved 
more than five feet? 


12. Are re-handling points along production lines at a minimum? 


13. Have you tried to standardize height and width of doorways, ceiling height, 
aisle width, and floor gradient to speed material flow? 


14. Are you using wheels and casters suitable for type and condition of floors? 

15. Is your materials handling equipment on a regular maintenance schedule? 

16. Do you have a preventive maintenance program for handling equipment? 

17. Are employees properly trained in use of materials handling equipment? 

18. Do you take advantage of the technical help and literature offered by ma- 
terials handling equipment manufacturers and associations? 

19. Do you maintain cost studies on equipment to insure its efficient use and 
economical amortization? 

20. Are you making the most of your available production and storage area? 

—Mill and Factory 5/54 


Taking a “Talking Inventory” 


THE USE OF dictating machines to take inventory is expected to save thousands 
of dollars annually at Consolidated Vultee Aircraft Corporation, where stock 
worth more than $12 million will be checked this way each year. Initial use of 
the system has cut inventory time by 60 per cent and lopped 40 per cent off the 
over-all cost compared with stock taking by list and pencil. Moreover, the “talk- 
ing inventory” is completed, verified and available for use in approximately one- 
third the time formerly needed. 


The inventory is scheduled in 36 periods a year. Just before a given area is 
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to be inventoried, items are thoroughly checked for packaging and sealing, and 
tags indicating the volume on hand and unit of measurement are attached to the 
stock in such a way as to block the shelf or bin from use. The inventory taker 
uses a portable dictating machine to record the count of each item which appears 
on the tags as he moves along the warehouse aisles. 

Recording belts containing inventory information are taken directly to the key- 
punch room, where a team of girls, using transcribing machines, punches the in- 
formation into tabulating cards. The cards are summarized, interpreted, and for- 
warded to the material-control section, where they are matched against the control 
records. Eventually the stack of cards goes to the accounting department in sum- 
marized form for dollar reconciliation. Very little time-saving is reported in the 
stock preparation, so the major economy is in the actual taking of the inventory. 
The over-all system is viewed as a valuable one for large-scale inventories. 


—The Office 4/54 
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THE PURCHASING AGENT AND THE INDUSTRIAL 
DISTRIBUTOR. By S. H. Bellue. Purchasing 
(205 East 42 Street, New York 17, N. Y.), 
June, 1954. 50 cents. Manufacturers need 
the cooperation of their suppliers in meeting 
production schedules and making delivery as 
promised. This article offers advice on how 
to achieve the good relations between purchas- 
ing department and industrial distributor which 
can overcome seemingly complex problems in 
inventory and procurement. 


SETTING UP AN EYE ACCIDENT PREVENTION 
PROGRAM IN A SMALL PLANT. By Cole Allen. 
Loss Control (142 Berkeley Street, Boston 16, 
Mass.), May, 1954. Various studies have 
shown that small plants produce the greatest 
frequency of occupational accidents—about 
2 times that of large plants—and eye in- 
juries follow this over-all pattern. The author's 
step-by-step procedure for preventing eye ac- 
cidents includes a survey of plant equipment 
and operations to identify the eye hazards; 
determination of methods for controlling eye 
hazards at the source; formulation of a plan 
for shielding eye hazards and for the use of 
eye protection by workers; and inauguration 
and follow-up of the program. 


THE DEPARTMENT OF “PHYSICAL DISTRIBUTION.” 
By Oscar F. Stewart. Flow (1240 Ontario 
Street, Cleveland 13, Ohio), April, 1954. 30 
cents. Declaring that organizational difficulties 
are the root of most management failures, the 
author shows how the materials handling func- 
tion has suffered from being subjected to the 
control of sales, production, and other depart- 
ments. He advocates the establishment of a 
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separate Department of Physical Distribution, 
which would regulate all activities dealing with 
the handling, storage, and packaging of the 
product in its various stages of manufacture. 
Among the benefits resulting from such a 
change would be the elimination of hidden 
materials handling costs and the centralization 
of responsibility for this important function. 


WHAT IS PLANNED HOUSEKEEPING? By L. J. 
Wells. Plant Administration (481 University 
Avenue, Toronto, Ont.), May, 1954. 50 cents. 
The fact that labor represents 90 per cent of 
sanitation costs and materials only 10 per 
cent is proof that housekeeping costs will con- 
tinue to rise unless full productivity of labor 
is achieved through careful planning. Proper 
training and allocation of personnel, periodic 
cleanliness ratings, adequate equipment and 
storage facilities, and efficient waste collection 
and disposal are here suggested as important 
elements of the company program. 


CONTROL OF PHYSICAL CONDITIONS INFLU- 
ENCING PROBABILITY OF ACCIDENTS. By J. A. 
Winkler. Loss Control (142 Berkeley Street, 
Boston 16, Mass.), May, 1954. Though con- 
trol of the human factor is necessary in any 
accident prevention program, the importance 
of controlling physical conditions merits 
greater emphasis, the author feels. In discuss- 
ing means for controlling these conditions, the 
author groups his suggestions in four cate- 
gories—manufacturing methods, physical safe- 
guards, maintenance, and housekeeping—es- 
tablishing principles for correct performance 
in each. 
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PUTTING SAMPLES ON YOUR SALES TEAM 


Tue way some companies handle 
samples, you'd think they were giving 
out competitors’ products. Materials are 
sent out in ugly, ill-adapted containers; 
technical literature is inadequate; often 
the order blank is even omitted. 

Yet samples can be a company’s best 
ambassadors and its salesmen’s best 
friends. They can help introduce new 
products and find new markets for older 
ones. They can demonstrate—far more 
clearly than words—the capabilities of 
new machines. To achieve these goals, 
however, samples must be chosen and 
used with real care. 

At least four big problems face the 
company planning to use samples: first, 
making sure that the right type of ma- 
terial gets to the right person in usable 
condition and in sufficient quantity to 
permit a fair test; second, making sure 
that it is tested; third, securing the order; 
and fourth, doing all this at reasonable 
cost. 

None of these problems is easy to 
solve. For instance, unless a company 
makes only one type and grade of prod- 
uct, there is always a danger that the 
prospective user will get the wrong one 
—and condemn the product itself because 
“it doesn’t work.” 

The right sample size is important too, 
and often not easy to determine. The 
quality to be demonstrated, the type of 
customer, and way the sample will be 
used, all enter into the decision. For 
instance, an ounce or two of material 
might be more than enough to provide a 
fair trial for a fine chemical, while a 
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two weeks’ supply might be needed for a 
new metal-cleaner. The Mississippi Glass 
Company sends out small, 2” x 3” samples 
in answer to casual inquiries. Architects, 
engineers, and jobbers get 4” x 5” panels. 
But government inquiries usually must be 
answered with plates measuring 6” x 12” 
—to meet specification requirements. 

One of the toughest of all problems 
connected with samples is making sure 
they're tested. Research directors are 
busy; housewives may be suspicious; pro- 
duction managers’ plans may have 
changed. Samples often stay on the shelf 
far too long. 

A number of things can be done to 
help arouse interest and get the test under 
way. Often overlooked, for instance, is 
the importance of telling the person who 
gets a sample exactly why he is getting it. 
Even when the recipient initiated the in- 
quiry it’s a good idea to mention that fact 
in a covering letter. He may have for- 
gotten all about it—and may toss the 
sample aside unless you remind him. 

The biggest problem, of course, is get- 
ting the order. At the very least, an order 
blank should be enclosed with every sam- 
ple. Then, advertising, direct mail, and 
personal calls should work together to 
help make the sampling program succeed. 

Running through all of these problems 
—and weighing heavily in their solution 
—is the question of cost. Obviously, a 
sample must be high-quality material, 
carefully handled and safely packed. But 
sample production is small-lot production, 
and that is an expensive matter—even 
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when the product or material itself is 
relatively low in cost. 

It is possible, obviously, to limit sample 
size and cut down on distribution and 
technical service. But this type of penny- 
watching may defeat the whole purpose 
of sampling. A better way, several com- 
panies are discovering, is to charge a 
reasonable price (usually cost or slightly 
below) for samples and sample kits. 

Obviously, each type of product re- 
quires its own sampling procedure. It is 
hard to lay down company-wide, much 
less industry-wide, rules. There are, how- 
ever, general principles which apply to 
practically all products. Before embark- 
ing on a sample distribution program, you 
should’ be sure you know (1) what you 
want the sample to do, and for which in- 
dustries; (2) how much money you can 
afford to spend on sampling; (3) how 
much material is needed for a fair test; 
(4) what type of distribution (mail, sales- 
man’s visit, group meetings, etc.) will 


give greatest return for lowest cost; (5) 
what type of package will be most suit- 
able; and (6) what explanatory and tech- 
nical literature will be required, not only 
for the original distribution, but also for 
follow-up. 

Your distribution method should have 
been thoroughly tested by mailing samples 
to company personnel so you know they'll 
stand the gaff. Salesmen should have been 
rehearsed in test demonstrations, and you 
and your distributors should be ready 
to supply the demand you hope to create. 
Your clerical personnel should be trained 
and ready to handle sample and data re- 
quests, and technical service should be 
ready to answer questions and make 
necessary tests. Moreover, salesmen 
should be alerted to the fact that samples 
are going out—even if they will not be 
expected to handle the particular material 
in question immediately. They'll almost 
certainly get calls anyway, and they 
should be ready for them. 


—ANNESTA R. GARDNER. Dun’'s Review and Modern Industry, Vol. 63, No. 2312, p. 45:6. 


BUILDING SALESMEN THROUGH BETTER SALES CONTESTS 


D urine 1953, $100 million was spent 
for cash and merchandise prizes for sales 
contests, according to a recent estimate. 
low much of this money was wasted be- 
cause the sales manager conducting the 
contest did not take advantage of the 
sales-training opportunity it provided? A 
sales contest can be an effective training 
device—if sales management will just help 
with some constructive ideas. 

Perhaps it should be recognized that 
some executives and salesmen object to 
sales campaigns on the grounds that they 
are “kid stuff” or lead to bad and even 
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unethical practices. It is painfully true 
that sales contests cannot be used as a 
substitute for competent field supervision 
or for an adequate compensation pro- 
gram. Nor can a sales contest be used 
where extra sales effort on the part of the 
salesmen will not result in measurable 
returns—types of selling in which the 
order is the result of negotiation, for in- 
stance. 

What, then, can be accomplished with 
a sales contest? Here are only a few of 
the many contest objectives: to obtain an 
increased number of orders; to increase 
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the size of orders; to increase the number 
of new accounts; to bring lost customers 
back on the books; to move slow-moving 
stock; to beat territory quotas; to beat 
business of the preceding period; to sell 
advertising and merchandising displays; 
to keep down selling expense; to educate 
retail or jobber salesmen; to introduce a 
new sales program or promotion; and to 
get names of prospects from users. 

How long should a contest run? There 
are no hard and fast rules. Two months 
is a fairly common length. Though this 
is long enough for the slow starters to get 
going and for the contest results to pay 
for the time, effort, and prize money, it 
is not so long that salesmen lose interest. 

A particularly effective educational 
contest, staged by Westinghouse Electric, 
was called a “sales builder’s contest.” The 
objective was to teach distributors and 
their salesmen that selling was a building 
job. 

The promotional literature in the con- 
test pointed out the importance of a good 
foundation on which a salesman could 
build. It talked about the tools for build- 
ing their business, showed them how they 
could use them to best advantage, and 
told them of the results which skillful use 
had produced for other builders. And 
then, to encourage the salespeople to apply 
fully the ideas and tools furnished in the 
campaign, prizes were awarded for those 
who did the most constructive building 
job, with a grand prize for the salesman 
who had the honor to hoist the finish flag 
first. 

This campaign illustrates the value of 
a central motivating theme. Here are 
some other contest titles that suggest or 
imply a theme: a baseball campaign called 
“Fence Busters”; the “Magic in Methods” 
campaign held by Double Seal Ring Com- 
pany to illustrate sales techniques; a gold- 
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rush campaign called “Strike It Rich”; 
two campaigns to offset summer slumps 
called “Beat the Heat” and “Coats Off”; 
a “Sell the Book” campaign to encourage 
selling the full line of products; a “Trav- 
elmaster Safari” campaign held by Con- 
tinental Casualty to promote greater sale 
of a particular travel policy. 

The campaign title should be selected 
with such questions in mind as these: Is 
it interest-arousing and challenging? Are 
there enough related titles that tie in with 
the theme and dramatize promotional 
mailings? Does it form a natural parallel 
to selling phraseology and situations? 

The type of award is another question 
that must be settled early in the planning. 
Merchandise prizes generally seem to pro- 
duce better sales results, though salesmen 
will usually tell you they prefer cash 
prizes. A company can buy prize mer- 
chandise and give it to the salesman for 
about 30 per cent less than the salesman 
can buy it on the open market. The sales- 
man thus gets more for his money. 

Perhaps 85 per cent of the merchandise 
prizes selected by winning salesmen are 
for the home. The top prize in 1953, 
according to two of three leading prize 
houses, was a General Electric steam iron. 
The third house said the deep fryer led 
1953 sales. This would seem to be addi- 
tional proof, if any is needed, that his 
wife is still the No. 1 individual for whom 
the typical salesman is working. 

Should you get advance quota commit- 
ments? Though it should be recognized 
that most salesmen are confirmed opti- 
mists, the salesmen should be committed 
to a certain quota to permit the produc- 
tion department to plan for increased 
sales. 

Progress reports should be made at 
least weekly. This spurs salesmen on by 
showing them what others are doing. 
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The following eight points summarize 
the characteristics of the successful sales 
contest : 

1. It is designed to do a constructive 
educational job, rather than merely to 
make a salesman work harder. 

2. It is dramatized with a central 
theme that is carried through—but show- 
manship is not permitted to submerge 
salesmanship. 

3. It is planned well ahead of starting 
time so it can be effectively merchandised. 


4. It permits every salesman who does 
a job to win something. 

5. It recognizes all phases of construc- 
tive selling, as well as the total business 
obtained by contestants. 

6. It is neither too long nor too short. 

7. It is never allowed to become mo- 
notonous. 

8. It teaches better ways to sell and 
rewards those who put those methods into 
operation. 


—Dartnell Sales Service (The Dartnell Corporation, Chicago). 


Trends in Door-to-Door Selling 


DOOR-TO-DOOR SALESMEN are making greater use of home parties, where they can 
give one demonstration to a number of prospects, Victor P. Buell of McKinsey & 
Company reports in an appraisal of door-to-door selling trends appearing in the 
May-June Harvard Business Review. Also growing in popularity is the club plan, 
which offers merchandise presents to purchasers for getting their friends to buy. 

At present, silverware, fine china, cosmetics, nursery products, brushes, vacuum 
cleaners, and household items are selling well at the door, Mr. Buell states. But 
certain apparel items which used to be sold extensively from door-to-door are ex- 
periencing difficulties; their shrinking profit margins can no longer support the 
high costs of a direct-to-consumer sales force. 

The problem of recruiting, controlling and inspiring a large sales force that 
has rapid turnover is the main disadvantage of door-to-door selling, Mr. Buell 
points out. Shipping and order handling costs are higher, samples and premiums 
must be provided, adjustment policies must be more liberal to protect the company’s 
reputation from misrepresentation by untrained salespeople, and legal advice must 
be retained on local ordinances against peddlers. 

On the other hand, door-to-door offers certain advantages: personal selling direct 
to the consumer, ease of gaining acceptance for a new product, lack of product 
competition, flexible sales costs, and strength in time of depression. Door-to-door 
selling is a good way to create consumer demand for a new product with a mini- 
mum of capital, Mr. Buell believes, but the product must be easy to carry and 
demonstrate—and, above all, it must carry a high profit margin. 

Although trade sources estimate a decline in the number of companies selling 
door-to-door since the 1930's (from 4,500 to 3,000 or 3,500), total sales volume 
has increased slightly. 

Mr. Buell sees no reason to believe that door-to-door selling will achieve a 
major role in the American distribution system, or radically increase its present 
relatively small percentage of retail sales. “Along with mail-order selling and 
vending machines,” he concludes, “it will probably continue as an adjunct to the 
principal method of consumer goods distribution—the retail store. But for this 
very reason it stands as an opportunity for the individual manufacturer to secure 
a special competitive advantage’—if his product meets the requirements of profit- 
able door-to-door distribution. 
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How Much Training Makes a Salesman? 


WHEN Is a beginning salesman ready to go on the road? Not all sales recruits are 
equally mature. Some need more training than others—and there are a few who will 
never make good salesmen no matter how much training they may receive. ' 

Here is a list of check-points to help you make sure whether a new salesman is 
ready to give a good account of himself in the field: 

1. Is he accepted by other members of the organization? 

2. Does he understand company objectives, policies, plans, and procedures? 


3. Is he acquainted with all company personnel with whom he will have working 
relationships? 

4. Does he know the what, why, where, when and how of the duties he is to 
perform as a salesman? 

5. Does he know a minimum of four selling points for every product? 

6. Is he able to use effectively all the sales aids provided for him? 

7. Will his conduct in a sales interview bring credit to the company? 

8. Does he understand why prospects need his product, how they will use it, 
and to what buying motives he should appeal? 

9. Does he have at least four different ways of answering typical objections, 
meeting competition, and closing sales? 

10. Has he been given a work pattern to follow? 

11. Has his wife reacted favorably to his new job? 

12. Does he know to whom he is to report and bring problems for discussion? 

—C. L. Lapp (Associate Professor of Marketing, Washington University) 


Salesmanship in the “Good Old Days” 


IT TOOK COURAGE, unquenchable optimism, and a sound stomach to stand the life 
of the road in the wooden coach days. The salesman got up at the “early bird” 
call, from four to six in the morning, and was off on a dusty and cindery ride. 
All day the traveler hustled sample cases weighing 50 to 60 pounds, with a hasty 
sandwich at noon and a long evening's ride to the next town large enough to have 
a hotel. There he got his meal and his mail. The mail might be a complaint 
from his boss, or a crisp letter from the credit man, frankly skeptical of the 
“drummer's” judgment in extending credit, and explaining that he hadn't shipped 
the order. When the winter nights were so cold that the trees gave off crackling 
reports like artillery fire, and mattresses and blankets were thin and worn, the tired 
drummer went to bed with a lamp chimney wrapped in a towel, a professional trick 
he had learned to keep his feet warm. 

Sunday night meant paperwork, writing up his orders and his weekly expense 
account for the home office. And Sundays he often knew the loneliness and cold 
of sitting in an unheated depot waiting for the midnight train to move him and 
his traps on to his first Monday customer: 

“The hotel bus from the midnight train 
Brought only one passenger through the rain; 
A commercial tourist weary and sad, 

For trade had been poor and collections bad.” 


—Geratp Carson in Sales Management 4/15/54 


The Management Review 





WHAT’S AHEAD IN CONSUMER SPENDING PATTERNS? 


Look Beyond short-term fluctuations 
and you can see strong likelihood of rising 
family and individual income in the 
years ahead. To business men this means 
growing—and changing—markets. Even 
companies that don't deal directly with 
the household consumer can relate demand 
for their products to the way the con- 
sumer budgets his spending. 

Measuring any company’s share of a 
potential market is a specialized job re- 
quiring good experience and good records. 
But basic information on consumer spend- 
ing patterns provides the foundation for 
any planning. 

Food, the largest single item in the 
average family’s budget, now absorbs be- 
tween one-fifth and one-fourth of family 
income. The total food market for all 
income levels in 1954 is about $56 billion. 
The expected total for 1961 is approxi- 
mately $68 billion. 

The percentage of income spent for 
food has declined about four percentage 
points since 1947. This decrease might 
have been greater except that higher in- 
comes make people able and willing to 
buy more expensive foods and to eat out 
oftener. Right now an estimated 14 per 
cent of the food dollar is spent for meals 
in restaurants, and economists expect the 
figure to increase. 

The share being spent for basic shelter 
has been declining steadily, but varies 
less than might be expected between fami- 
lies in different income groups. It has 
been found that about 45 per cent of 
American families rent, with an addi- 
tional 2 per cent per year contracting to 
buy a house; that 29 per cent live in 
houses completely paid for, and that the 
remaining 24 per cent are making equity 
payments on mortgages. Each of these 
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groups makes a different budget provision 
for shelter. The rental group, on the 
average, allocates 12 per cent of income 
for shelter. The group buying new houses 
makes substantial payments from savings 
in most cases, and its housing expenditures 
during that purchase year may be nearly 
half of the total outlay for all purposes. 
The average family reducing its mortgage 
pays about 28 per cent of its income for 
the ownership expenses of housing. 
Finally, the family that is living in a 
completely owned house spends 5 per 
cent or less of real income for basic 
shelter. 

The trend is toward a smaller percent- 
age of the family budget going for utili- 
ties and other household operating ex- 
penses. By 1961 the average, now be- 
tween 4 and 5 per cent, should be down 
to about 3 per cent. Usually about 6 


per cent of tht family budget goes for 


house furnishings and furniture. Here 
the trend is up, and should reach 7 per 
cent by 1961. 

Direct taxes on income, including social 
security payments, now take 10 per cent 
from the family resources, up from 8 per 
cent in 1947. Because of climbing average 
incomes, this figure probably will go up 
to 15 per cent in 1961, making it the third 
largest factor in family financial arrange- 
ments. If the impact of indirect taxes 
could be shown, it probably would reveal 
the average family’s contribution to 
government to be more than double the 
direct tax burden. 

Transportation expenses are claiming 
an increasingly large share of the family 
budget. The average for 1954 will be 
about 9 per cent, and by 1961 transporta- 
tion will take a full 10 per cent of con- 
sumer income. 





Public transportation expense is a 
comparatively small share, slightly more 
than 10 per cent of the transportation 
total. The remaining 90 per cent is 
divided evenly between auto purchases 
and expenses of automobile operation. 

Over the years the relationship between 
clothing expenditures and total income 
has been relatively constant, with this ex- 
pense relatively higher among higher in- 
comes. The tendency now is toward a 
declining share. In 1954, for example, 
clothing will take about one-eighth of the 
total family budget, but in 1961 the fig- 
ure is expected to decrease to 10 per cent 
or less. 

A major factor in the family budget 
these days is insurance, although little ac- 
curate information is available on the ex- 
tent of this expenditure. The biggest item 
is life insurance, which now takes about 
4 per cent of the family income, and 
probably will increase to 5 per cent by 
1961. 

Recreation now amounts to about 4 


per cent of the family budget. The trend 
has been upward, and the figure will be 
at least 5 per cent by 1961 (excluding 
spending for TV and radio sets, classi- 
fied as house furnishings). The largest 
items under the recreation category are 
sports equipment and toys, movies and 
other admissions, reading matter, dues 
and fees. 

Medical and related expenses now take 
about 4 per cent of the family budget. 
This has been a fairly constant figure over 
a long period, regardless of the size of 
the family income. It is expected to stay 
at 4 per cent in 1961. 

Americans now are spending about 
4 per cent of their income for alcohol 
and tobacco, but the rate is declining, 
and by 1961 it is expected to be about 
3 per cent. 

The 5 per cent of the family income 
now devoted to gifts, welfare, religion 
and private education is expected to de- 


* 


cline to about 3 per cent by 1961. 


—Puiuip CiarkK. Nation’s Business, June, 1954, p. 25:4. 


HOW TO PREPARE A SALES MANUAL 


c. L. LAPP 
Washington University 


A wett-Preparen sales manual is one of 
the best available tools for improving 
salesmanship. Since a sales manual is 
an excellent means of recording what has 
been learned about selling specific prod- 
ucts and specific customers, those execu- 
tives who fail to compile one are losing 
sales know-how that might be accumu- 
lated from year to year. An up-to-date 
sales manual can also serve as an effective 
training guide for newly employed sales- 
men, as well as a quick reference for 
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veteran salesmen. Finally, sales executives 
who prepare sales manuals and keep them 
up to date are forced to make sales de- 
cisions that might otherwise be neglected. 

A careful, thoroughgoing job of prep- 
aration will greatly enhance the sales 
manual’s usefulness. The company will 
be repaid many times over in increased 
sales effectiveness for its expenditure of 
additional effort and money. Then, too, 
salesmen are becoming increasingly aware 
of the assistance they can receive from 
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such written material as sales manuals— 
as well as more critical of poorly prepared 
written material given them. 

The specific objectives to be accom- 
plished by the sales manual are fourfold: 
(1) to inspire or motivate; (2) to provide 
guidance on sales methods; (3) to inform 
concerning products, services, or policies; 
and (4) to provide material to assist in 
sales presentation. 

The following outline will be a par- 
ticularly useful guide for those executives 
who are planning a sales manual for the 
first time or who revise their sales man- 
uals frequently. 

A. Preliminary Considerations: 

1. How will the manual be repro- 
duced? 
Will all training material be in- 
cluded in one manual or divided 
into a number of manuals? 
Will the trainer need a training 
guide to assist him in getting sales- 
men to use the manual properly? 


Have all suggested selling techniques 
been field-tested? 


Has all product information been 
checked for authenticity? 

Should study guides be provided 
with the manual to direct the 
trainee’s use and study? 

Has the material to be included in 
the manual been organized into 
units with due consideration to re- 
latedness and content? 

Will the manual provide for self- 
contained study, or will additional 
references be cited? 

Is the manual to be used only for 
initial training, or is it considered 
a reference book for continued use? 
How much are you prepared to 
spend on the development of a sales 
manual? 
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B. Types of Sales Manuals: 


1. Book of company policies, proce- 
dures, rules, and regulations. 


Sales training book for instruction 
in selling techniques. 

Product information book. 
Visualized presentation to be used 
by salesman in making sales presen- 
tation. 

Organization manual showing the 
salesman’s position in company, plus 
lines of promotion, personnel rela- 
tionships, and a breakdown of sales- 
man’s duties. 

Portfolio containing advertising 
campaigns of company and its prod- 
ucts. 

Encyclopedia type, covering at least 
two or more of above types. 

A few companies have encouraged their 
salesmen to prepare their own manuals. 
A still larger number of companies have 
top salesmen prepare or at least partici- 
pate in preparation of sales manuals. 

C. Preliminary Preparation: 


1. List everything a salesman needs to 
know to succeed in selling for your 
company. 

Select those points from the list 
which can best be presented by 
means of a manual. 

Check with, or survey, your sales- 
men to find out what they think 
should be in the manual. 

Check sales manuals of other com- 
panies (not necessarily direct com- 
petitors) for ideas. 

Make a detailed blueprint of what 
you need. 

Estimate the probable cost of what 
should be done. (Don’t try to save 
money and end up with a half-done 
sales manual that salesmen won't 


read.) 





7. Decide on the format. 


Cover stock. 

Paper stock. 

Binding. 

Size of manual preferred by 
salesmen. 

Provision, such as blank pages 
and/or pockets, for adding sup- 
plementary ideas or materials. 


D. Preparation: 
1. Name the sales manual. 


2. Foreword or introduction. 
a. 


b. 


Sell the salesman on reading the 
manual (purpose). 

Tell briefly what the manual 
contains (scope). 

Tell the reader how to get the 
most out of the manual. 


3. Body. 

Separate into logical parts, sec- 
tions, or chapters. 

Number pages as Chapter I, 
page 1, or Chapter II, page 1, 


a 


b. 


so that revisions can be made 
by chapters or sections without 
re-doing the entire manual. 
Select illustrations to put over 
ideas and to hold the interest of 
the reader, not merely for dec- 
oration. 

Use a legible type. 

Index and tab the manual for 
convenience in finding informa- 
tion. 

The use of different-colored 
paper for different sections may 
help the salesman find the de- 
sired section. 

Frequent use of subrtitles will 
make for easier reading. 

Don’t try to include too much 
in one manual. Too much read- 
ing will discourage a salesman 
from attempting to master the 
information presented. 


Write the manual in the lan- 
guage of your salesmen. It should 
not be too technical nor too ele- 
mentary. 

Self-quiz questions at the end 
of chapters can help a salesman 
to check on himself 

Miscellaneous points: 

a. Emphasize throughout the 

“how” and the “why” of what 
you want the salesman to do. 
If salesmen are required to pay 
for the training manual, they 
may have greater respect for it. 
If you must include a history, 
eulogies, or any comparatively 
non-essential material, boil it 
down. 
Typical content headings found 
in sales manuals: Purpose of 
manual; Index Page and/or 
Table of Contents; Introduc- 
tion; Products and Features, 
Users, Customers, and Pros- 
pects; Servicing and Training 
Dealers and/or Users; Human, 
Public and Community Rela- 
tions; Planning of Time as to 
Sales Effort; Prices, Terms, Dis- 
counts, Returned Goods, and 
Credit; Sales Promotion and 
Advertising; Laws and Govern- 
ment Regulations which are ap- 
plicable; Salesmanship Tech- 
niques. 


E. Insuring Use of the Manual: 


l. 


Coordinate follow-up supervision 
by stressing points made in the 
manual through personal field con- 
tact and personal office conferences 
with each salesman, personal letters, 
sales meetings, sales conventions, 
and house organs. 

For future reference, give your 
salesmen an opportunity to offer 
their comments on the manual. 
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The Selling Personality—A Composite Profile 


WHAT PERSONAL TRAITS characterize top-flight salesmen? On the basis of appraisals 
of several thousand salesmen in the U. S. and Canada, The Personnel Laboratory 
(New York and Toronto) has drawn up the following list of characteristics found 
in most consistently good producers: 

1. They are energetic and pushful. They have an abundance of physical 
energy which they feel impelled to release. They are continually “keyed-up’— 
anxious to get out and going. 

2. Contrary to general opinion, they are not necessarily extroverts—but they 
can always act the part. Most introverts enjoy dramatizing themselves, and are 
often born actors. 

3. Top producers are more self-oriented than socially oriented. Their own 
interests invariably come first. They never lose sight of their ultimate objective 
—to get the order. Despite their affable exteriors, they are apt to be slightly con- 
temptuous of the prospect. 

4. They have an instinctive understanding, as measured by sales-judgment tests, 
of what to do and say when facing a prospect. This is “an aptitude like an ear 
for music or innate mechanical know-how.” 

5. More often than not, they resent supervision and want to do things their 
own way. They may have an unconscious desire to lean on the boss for help 
and support, but they fight against it by trying to prove their independence and 
self-reliance. 

6. Crack salesmen are not inclined to be unduly inhibited by social conscience. 
They are not dismayed by the limitations of their products or service so long as 
they can improvise “angles or “gimmicks” to use as persuaders. 

7. The best performers are usually allergic to paperwork and clerical detail. 
They are generally poor planners—one explanation why the “best salesman” 
usually makes a poor executive. 


8. They are articulate. They like to talk, and because they have a ready stock 
of words to draw upon, they express themselves fluently and effectively. 


—Marketing 5/15/54 


Advice for QOikologists 


OIKOLOGISTS—better known as homemakers—have been paid an impressive tribute 
by the sales department of International Cellucotton Products Company. 

They have been provided with a meaty 50-page booklet which takes them into 
the firm as part of a “triumphant partnership’ of wife, salesman and company. 

Titled The Salesman Takes a Wife, the brochure aims directly at strengthening 
the morale of the semi-nomadic, often-alone salesman’s wife, who at the same time 
is an important factor in her partner's sales achievements. 

“The factor . . . that we find common to sustained success among our salesmen 
is the happy wife,” says the booklet. Then it gets busily to work explaining the 
wife's part in the corporate set-up to its audience of “invisible salesmen.” 

A chapter on “The Wife as Heroine’ emphasizes the ideal sales wife's adapt- 
ability, her prudence, her ability to be left alone without nagging. Another chap- 
ter points to her husband's professional status as “Dr. Salesman,” and notes that 
he is on the road only one-third of the time. Still another explains “How to Help 
Your Husband Get to the Top.” 

Other sections of the pamphlet contain a battery of 34 marriage-problem ques- 
tions and answers, a bibliography on marriage and home management, and a quiz 
for the reader on “How do you rate as a wife?” 

—Advertising Age 6/14/54 
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SALES AIDS: A “MUST” IN TODAY’S MARKET 


Sexunc TODAY is becoming increasingly 
difficult, and, as a result, the use of sales- 
men’s personal selling aids is growing. 
One indication of this trend is the in- 
crease in business sales-aid suppliers are 
enjoying. In one such firm, business 
jumped 400 per cent in the past four 
years. Bindery companies, too, are busier 
than ever working on catalogs, sales bro- 
chures, and other pieces of selling equip- 
ment used by salesmen. 

Why do the nation’s advertisers feel 
the need for a greater number of sales- 
men’s aids? Though sales managers ad- 
mit that the best possible sales aid is a 
trained salesman, they feel that sales aids 
are now necessary equipment in the 
portfolio of even the best-trained men. 

In planning sales aids, companies are 
keeping a number of basic points in mind. 
Sales managers say the aid should be: 
handy to carry; planned to tell a quick 
but complete story; designed to supple- 
ment a sales talk—not replace it; simple, 
not too gimmicky; appropriate for the 
product; current; easy to read; colorful 
but not gaudy; equipped to present an 
over-all picture of the company’s product, 
sales, and advertising plans; realistic; and 
accurate. 

To be completely effective, a sales aid 
must make the prospect feel like a par- 
ticipant, not an observer. Some current 
success stories in the use of sales aids bear 
this out. 

Five years ago Lehn & Fink Products 
Corp. had neither formal presentations 
nor prepared sales talks for its sales repre- 
sentatives. A change was made, and the 
Lehn & Fink salesmen were equipped 
with some leather-bound presentation 
books filled with glassine envelopes. Sales- 
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men began their sales talk with this book. 
It led the retailer from product group to 
product group and from offer to offer in 
a logical sequence aimed to induce sales. 
As a result of using this very simple and 
elementary device, this company’s sales- 
men now sell 65 per cent of the buyers 
interviewed. 

General Electric had excellent success 
with portable sales kits that cost $1,800 
apiece. Fifty of these packets, which com- 
bined charts, movies, a cut-away model 
and numerous other props, proved so ef- 
fective that within a four-month period 
600 GE salesmen had made 2,000 pre- 
sentations to 20,000 industrial customers 
representing 7,000 companies. 

Esquire Sportswear Company, faced 
with a tight budget, turned up a success- 
ful 3-D slide presentation for its salesmen 
for $604.75. The purpose of the slides 
was to bolster the effectiveness of a sales 
presentation and an easel book its sales- 
men were using. The other two sales aids 
contained reprints of national ads, samples 
of point-of-sale aids, and the company’s 
complete mat series. The slides were de- 
signed to show customers just what the 
finished product looked like without forc- 
ing salesmen to carry 700 samples around 
with them. 

Many successful sales aids are simple 
items the salesman can stuff in his 
pockets. The Coleman Co., Inc., (Wichi- 
ta, Kan.) has a couple of these that it is 
using with good results. One is a slide 
rule for estimating season operating costs 
of home cooling systems, handed out by 
Coleman salesmen to architects and 
builders. Another device is the Coleman 
Comfort Bond, distributed to purchasers 
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of houses equipped with Coleman prod- 
ucts. This is a bond issued by Travelers 
Indemnity Co. of Hartford, which guar- 
antees that the home equipped with a 
Coleman Blend-Air heating and ventila- 


ting system will maintain an average 
temperature of 70° F. inside the home 
when the outside temperature is zero or 
below. It guarantees other features of the 
system, too. 


—Printers’ Ink, May 7, 1954, p. 51:4. 


WHEN AD MEETS ID: EXPLORING THE CONSUMER’S EMOTIONS 


Why po some advertising and market- 
ing programs fail? 

Common sense won't always provide 
the right answer, some advertising men 
believe—so they're enlisting the aid of 
psychologists, psychiatrists, and sociolo- 
gists to track down the unconscious asso- 
ciations and emotional connotations that 
can hurt the sales of even the most de- 
sirable product. A variety of psycholo- 
gical tests and depth interviews, designed 
to probe the consumer’s innermost feel- 
ings and reactions, are being employed 
among all segments of the buying public. 


“Advertisers who ignore this type of 
investigation run the risk of taking a 
direct slap at the emotional make-up of 
the potential consumer,” according to 
Edward H. Weiss of the Weiss and Gel- 
ler advertising agency, Chicago. “What 
they consider to be selling may turn out 
to be anathema to the consumer.” 

As one example of the possible con- 
sequences of ignorance of consumer emo- 
tions, Mr. Weiss cites a cigar campaign 
which showed a woman offering cigars to 
a group of men. This was intended to 
get across the notion that women approve 
of cigar-smoking. 

On the surface, it seemed like a good 
idea. The ad, however, boomeranged— 
and social science studies showed why. It 
seems men smoke cigars to assert their 
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masculinity and rugged individualism; 
they fondly believe that the habit is ob- 
jectionable to women. Advertising that 
runs counter to this emotional attitude 
deprives the man of one of his strongest 
reasons for smoking cigars. 

Motivation studies can also be helpful, 
says Mr. Weiss, in the $1-billion sales 
premium field. What may happen if 
product and premium are improperly 
matched is illustrated in the experience 
of a soup-mix concern that offered a gen- 
erous hosiery premium, only to find that 
neither soup nor stockings stirred up in- 
terest. Motivation research revealed that 
the failure was due to an emotional con- 
flict in the feelings of customers about 
the two ;roducts. The offer was the 
psychological equivalent of “feet in the 
soup"—a thoroughly unappetizing con- 
notation. 

Weiss and Geller recentiy sponsored 
an all-day TV viewing conference with 
a group of distinguished social science au- 
thorities who came up with some in- 
teresting observations on the “relation- 
ship of the pitchman to the product.” 
Worst offenders, said the panel, are “au- 
thorities” who are over-sure and confident 
of their own superiority and that of their 
product. Such a “know-it-all,” who mas- 
terminds every move with his product, 
makes himself a cold automaton and the 
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product super-magical or super-powerful. 

The best bridges to emotional contact 
with the consumer are human and fal- 
lible personalities who underplay their 
own capacities, yet relish the end re- 
sults. They should be neither wcoden 
nor over-glamorous, but warm and friend- 
ly—men and women who enjoy their 
roles as human beings as much as they 
relish the product. 

It was also pointed out that the ultra- 
glamorous or tempting product may cause 





apathy or rejection by stirring up feelings 
of inferiority in potential customers, ac- 
cording to the social scientists. The better 
the product, in fact, the more of a psy- 
chological problem it poses for the middle- 
class audience. It creates self-doubt as 
to their status role, their “place in life,” 
their “deservingness.” The big question 
in these people’s minds may not be: “Is 
the product good enough?” Very often, 
it's the buried anxiety: “Am I good 
enough for the product?” 


Also Recommended « « « 





PERSONNEL IN DISTRIBUTION: HOW TO USE 
THEM BETTER. Steel (Penton Building, Cleve- 
land 13, Ohio), July 19, 1954. 50 cents. 
Distribution workers have increased 43 per 
cent since 1940. This article surveys the areas 
in which careful study by management can 
help increase the effectiveness of these 17 
million men and women; they include organi- 
zation, costs, motivation, training and per- 
formance, turnover and recruiting, customer 
service, self-service, and mechanization. 


WHAT IS YOUR SALESMEN’S JOB? Grey Matter 
(166 West 32 Street, New York 1, N. Y.), 
June 15, 1954. Single copies gratis. Although 
the traditional concept of the salesman has 
become outdated in many respects as a result 
of brand advertising and the “retail revolu- 
tion,” some companies still stress the same 
qualifications, this article states. An objec: 
tive analysis of the personal selling operation 
today may convince many organizations that 
sales personnel spend more of their time in 
promotion, display, merchandising, and serv- 
ice work than in old-fashioned selling—and 
should therefore be hired and trained with 
these activities in mind. 


THE SOUTH'S STAKE IN THE NATIONAL MARKET. 
Cost and Profit Outlook (Alderson & Ses- 
sions, 1401 Walnut Street, Philadelphia 2, 
Penna.), May, 1954. The South's great in- 
dustrial development during the past 15 to 
20 years has materially raised living standards 
in the region and made it an increasingly im- 
portant segment of the national market. How- 
ever, further growth will depend, not on 
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greater use of regional resources, larger physi- 
cal plants, or new product research, but on 
an increased share of the national market, the 
article maintains. The benefits resulting from 
a well-conceived approach to this market are 
potentially great enough to justify special ef- 
fort from Southern business schools, commer- 
cial banks, utilities, and other leading inter- 
ests, it is concluded. 


AVAILABLE MARKET DATA SECTION. Advertising 
Age (200 East Illinois Street, Chicago 11, 
Ill.), May 3, 1954. 15 cents. This feature sec- 
tion describes more than 1,300 pieces of 
market data available (many of them at no 
charge) from advertising media, trade associa- 
tions and other sources—a highly valuable 
service to sales managers. The editors were 
even thoughtful enough to provide con- 
venient coupons for requesting the material 
scattered throughout this section. 


“100 MILLION’ ADVERTISER PANEL REPORTS 
RECORD DEMAND FOR P-O-P. By Lawrence M. 
Hughes. Sales Management (386 Fourth Ave- 
nue, New York 16, N. Y.), April 15, 1954, 
Part I. 50 cents. In today’s “hard sell era,” 
point-of-purchase advertising can do a bigger- 
than-ever job in helping to keep cash registers 
ringing. This belief was expressed unanim- 
ously by sales and promotion executives of 
advertisers in a dozen major industries at a 
recent round-table luncheon held by Sales 
Management. Their ideas—many of them 
highly original—on ways of making most 
effective use of this type of advertising are 
reported here. 
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EQUITY ANNUITIES: SOME QUESTIONS AND ANSWERS 


CURTIS R. HENDERSON 


Since long-range changes in the dollar's purchasing power cannot be ac- 
curately predicted, the future adequacy of a pension plan that promises 
a specified dollar income at retirement is not entirely certain. One means of 
mitigating the effects of inflation on employee pensions is by balancing a 
specific dollar annuity with a so-called equity annuity plan, under which 
retirement income is credited in terms of units which represent a share in a 
trust fund invested in common stocks. In this article, a leading proponent of 
equity annuities discusses some important but frequently misunderstood as- 


pects of this type of plan. 


Bavancep retirement programs con- 
sisting of a dollar annuity and an equity 
annuity had their first practical applica- 
tion in 1952. In that year the Teachers’ 
Insurance and Annuity Association in- 
stituted the College Retirement Equities 
Fund to make equity annuities available 
to academic people, and the Long Island 
Lighting Company added a new equity 
annuity plan to complement its existing 
dollar annuity plan.* 

Since 1952 a great deal of interest has 
been expressed in equity annuities, but 
actual use of the technique has lagged 
behind this interest. Most companies are 
ready to accept that common stocks should 
have an important part in a long-range, 
tax-sheltered investment program in 
which both investment and liquidation are 
spread over a number of years. This is 
especially true where purchasing power 
is an important objective of the long- 
range program. Moreover, many execu- 
tives would personally prefer a balanced 


* A detailed discussion of the principles of 
balanced retirement programs will be found 
in “Common Stocks in Retirement Plans,” 
by Curtis R. Henderson, THE MANAGEMENT 
Rrvirw, November, 1952.-—Ep 
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retirement program to the conventional 
dollar retirement plan. At this point, how- 
ever, certain questions are likely to arise: 

“Don’t rank-and-file employees want to 
know the amount of dollar income they 
can count on in retirement?” 

“Won't the union hesitate to let its 
members incur the risk that common 
stock prices will turn down?” 

“Why should not the employer keep 
for himself (as a method of reducing 
pension costs) the investment advantages 
of a long-range common stock investment 
program conducted within the tax shelter 
of a qualified pension trust?” 

Let us consider these points in order. 

1. “Don’t rank-and-file employees want 
to know the amount of dollar income they 
can count on in retirement?” 

A valid, though superficial, answer to 
this question is that an employee's opin- 
ion today about his retirement provision 
will be of extremely limited importance 
either to him or to his employer after 
only a few years have passed. It would 
hardly occur to an employer to tell an 
employee retiring in 1954 that he should 
be satisfied with the dollar amount of his 
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pension because he was satisfied with it 
in 1946. An employee who retired in 
1944 would simply be exasperated if a 
representative of the personnel depart- 
ment should discuss his pension with him 
today im terms of 1944 prices. 

A better answer to this question is that 
retirement security is so important to the 
employee, and so expensive to the em- 
ployer, that the employer cannot afford 
to avoid realistic presentation of the prob- 
lem to rank-and-file employees. 

Employees will think a great deal about 
retirement security whatever the employer 
does. The employer's only choices are (1) 
to let the employees do their own think- 
ing about retirement security, without any 
suggestions from management, (2) to 
discuss a long-range program with the 
employees solely in terms calculated to 
make them satisfied for the present, or 
(3) to present the problem to them real- 
istically. Of these alternatives, the last 
seems most profitable. 


An important consideration for most 
employers is that they have more pension 
dollars at stake with rank-and-file em- 
ployees than with anyone else, and there- 
fore should not exclude them from the 
presentation. A realistic presentation of 
retirement problems must involve calling 
employees’ attention to three points: (1) 
that retirement planning objectives must 
include purchasing power as well as num- 
ber of dollars; (2) that long periods of 
time are involved in retirement planning 
(most employees work for 30 years or 
more and live for 10, 15, or more years 
after retirement); and (3) that over 
periods as long as 10 or 15 years price 
levels have always changed very sub- 
stantially. 

Materials are readily available to facili- 
tate realistic presentation of the retire- 
ment problem to employees. A cost-of- 
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living curve based on Bureau of Labor 
Statistics cost-of-living indexes is one ex- 
ample of how data drawn from a reliable, 
impartial source can be used to dramatize 
important aspects of the problem. The 
common stock story has been documented 
by at least four different non-profit re- 
search organizations.* 

No elaborate explanation is needed to 
show how much more suitable common 
stocks are for retirement program invest- 
ment than for investment by an individual, 
since dividend income is exempt from in- 
come taxes, investments follow the dollar- 
cost averaging pattern, there are no dol- 
lar claims against the fund, and payments 
out of the fund are easily predictable, 
do not fluctuate widely, and are always 
small in relation to the size of the fund 
From the employee's point of view, how- 
ever, probably the most important differ- 
ence is that no individual investor can 
ignore the possibility that business or per- 
sonal emergencies may create sudden 
large demands for cash. A pension plan, 
on the other hand, is not subject to such 
emergency demands. 

The employer should not, of course, 
tell his employees that a balanced retire- 
ment program is a complete answer to 
their problems. The emphasis should be 
on full explanation and comparisons be- 
tween a balanced retirement program and 
other plans. On the record, the em- 


* See Common Stock Indexes, Cowles Com- 
mission, University of Chicago, Principia 
Press, Inc., Bloomington, Ind., 1939; “A 
New Approach to Retirement Income,” by 
William C. Greenough, Teachers’ Insurance 
and Annuity Association of America, 522 
Fifth Avenue, New York 36, N. Y., 1952 
(50 cents); Investment Trusts and Funds, 
American Institute for Economic Research, 
Great Barrington, Mass., 1952 ($1.00); 
Common Stock Values and Yields, by Wil- 
ford J. Eiteman and Frank P. Smith, Uni- 
versity of Michigan Press, Ann Arbor, Mich., 
1953 ($2.75). 
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ployees should reasonably expect a steadier 
post-retirement living standard from a 
balanced retirement program than from 
the conventional dollar plan. If the use 
of common stocks in the balanced retire- 
ment program leads the employees to 
draw comparisons with stock-purchase 
plans popular in the 1920's, the employer 
can easily distinguish this plan by point- 
ing to the diversification of investment 
and the fact that the setup of the plan 
would make it impossible for either the 
employer or the employee to sell out all 
the latter’s common stocks at the bottom 
of any future recession. 


2. “Won't the union hesitate to let 
its members incur the risk that common 
stock prices will turn down?” 


The above suggestions on making the 
presentation to employees are, of course, 
also applicable in discussions with the 
union. A responsible union will feel the 
necessity of doing its own research on 
the problem, and the non-profit research 


organizations suggested above should be 
helpful to the union in this task. 

Against the past investment perform- 
ance of common stocks, as reported by 
several different unbiased research agen- 
cies, it should be fairly easy to discuss with 
the union the advantages of putting part 
of the retirement funds into common 
stocks in a long-range, tax-sheltered in- 
vestment program exempt from unpre- 
dictable dollar claims. 


It is at least conceivable that, having 
examined the question thus far, the union 
would prefer to let the benefits of such 
a program accrue automatically to its 
members. At the very least, the union 
should be willing to compare the risk that 
the dollar income provided by the bal- 
anced program will decline with the near- 
certainty that the conventional dollar re- 
tirement program will (1) lag behind 
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the cost of living during a union mem- 
ber’s working years and (2) fail com- 
pletely to protect the union member 
against changes in the cost of living which 
occur after he retires. 

A comparative approach offers advant- 
ages for the union as well as the em- 
ployees. While a balanced retirement 
program cannot offer complete protection 
against changes in the cost of living, it 
is much, much better than current prac- 
tice. In current practice almost no em- 
ployers promise pensions which will ad- 
just to changes in the cost of living 
occurring after retirement. Negotiated 
changes in a benefit formula very seldom 
work to the benefit of retired employees. 

Adjustments to the changes in the cost 
of living that occur during working years 
are more common; a number of employ- 
ers base pensions upon final pay rather 
than career-average pay. As a matter of 
practice, such final pay plans frequently 
have a low benefit rate and tend to give 
employees a vested interest only at re- 
tirement or after a very long period of 
service. 

Caution with respect to the benefit 
formula and the vesting provisions comes 
naturally to an employer who has as- 
sumed the risk of offering to base an 
employee's pension on his final pay, what- 
ever that may be. 

When the union considers the practical 
difficulties of obtaining protection for its 
members against changes in the cost of 
living before as well as after retirement, 
and after it has had an opportunity to 
learn the facts about common stocks, it 
may be better able to appreciate the high 
degree of retirement security a balanced 
retirement program will provide. 

3. “Why should not the employer keep 
for himself (as a method of reducing 
pension costs) the investment advantages 
of a long-range common stock investment 
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program conducted within the tax shelter 
of a qualified pension trust?” 

The most important point here is that 
retirement planning is inherently long- 
range. Over a term of years an employer 
cannot hope to keep for himself the pen- 
sion-cost savings resulting from common- 
stock investment unless the cost of living 
remains fairly level over the long term. 
As Arthur W. Viner has pointed out,* 
that has not yet occurred in the United 
States. 

Another very important point is that 
the employer cannot keep the investment 
advantages of the common stocks held in 
the tax-sheltered pension trust unless he 
makes a dollar commitment to the em- 

‘ ployees with respect to the pension fund 
as a whole. The pension plan promises 
dollars, and it almost certainly has an 
explicit provision that the pension trust 
is the sole source of retirement benefits. 

In other words, the employer would 
be in the position of saying to his em- 
ployees: “Under the terms of this plan 
and trust agreement, I get the savings 
if the common stock investments do well, 
but you take the loss if they do not.” 

Of course, the employer's position, as 
paraphrased in the preceding paragraph, 
is based only upon the expressed terms of 
the plan and the trust agreement. If, 
however, the employer indicates that the 
retirement program may go beyond the 
expressed terms of the trust agreement, 
he is saying that the plan will, within the 
limits of the company’s ability to pay, 
be revised from time to time to meet 
changes in the cost of living. 

At this point, the employer should 
be prepared to meet the question: “If 
you revise the pension promise to protect 


*In “A New Plan for Retirement Stability,” 
Dun’s Review and Modern Industry, Septem- 
ber, 1953, p. 48. 
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employees against changes in the cost of 
living which occur during the working 
years, why not against those which occur 
after retirement?” 


The practice of investing a substantial 
part of the pension trust fund in com- 
mon stocks has become widespread only 
during recent years; thus, so far, this 
question has not been pressed very hard. 
It is not too early, however, for an em- 
ployer to start thinking about answers to 
it if he wants to put a substantial part of 
the pension trust fund into common 
stocks, while refusing the employees pro- 
tection against changes in the cost of 
living which occur after retirement. 


It is after retirement that an individual 
is most vulnerable to changes in the cost 
of living. He is no longer protected by 
changes in wage rates. He is too old to 
increase his income substantially by his 
own efforts. Finally, a larger proportion 
of his budget goes for food and services, 
the more volatile items so far as price 
changes are concerned. 


It is apparent from the foregoing dis- 
cussion that a company that decides to put 
part of the retirement money into com- 
mon stocks has a choice of four positions: 


1. Standing on the express provisions 
of the plan and trust agreement which 
expose the employee to risk of loss on 
the common stocks without a correspond- 
ing hope of gain from common stock in- 
vestments. 

2. Expressing a willingness to protect 
employees against changes which occur in 
the cost of living before, but not after, 
retirement. 

3. Expressing a willingness to protect 
employees against changes which occur in 
the cost of living after, as well as before, 
retirement. 


4. By the express terms of the plan, 
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letting the employees have the hope of 
gain as well as the risk of loss from the 
common stocks held in the pension trust. 

When one examines these four proposi- 
tions, it seems obvious that over the long 
term—and it can’t be repeated too often 
that retirement planning is long-range 


planning—the fourth position seems to 
be the soundest one for the employer as 
well as the employees. 

An equity annuity plan combined with 
a dollar annuity plan to create a balanced 
retirement program is the means by which 
this position may be implemented. 


Patterns in Profit Sharing 


HOW SUCCESSFUL has profit sharing proved in companies that have adopted it, 
and why have some plans failed to live up to expectations? Following are some 
of the conclusions reached by a study of over 300 profit sharing plans recently 
published by the Profit Sharing Research Foundation.* 

Of 139 companies with deferred profit sharing plans, only one—employing 90 
workers—rated its plan a failure. The most common reason for plan failures is 
faulty communications. The most common percentage of profits contributed to de- 
ferred profit sharing plans is 10 per cent, and the length of participation required 
for full vesting ranges from two to 30 years, though 10 years is the most common 
pattern. 

Employee compensation is far and away the most prevalent basis for allocating 
profit shares, although some plans also give weight to employee service. Almost all 
cash plans require a waiting period of no more than one year and many require 
less before an employee is eligible to participate, but periods of one year or more 
are standard in deferred plans. 

The employees of the more than 300 companies included in the study numbered 
over 730,000. 


* Profit Sharing Patterns. Profit Sharing Research Foundation, Evanston, III., 
able from Council of Profit Sharing Industries 
pages. $10.50. 
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First National Tower, Akron, Ohio. 144 


Lease vs. Purchase of Capital Equipment—A Survey 


DURING THE past few years the number of manufacturers offering leasing or 
rental plans on capital equipment has increased steadily. 

In a recent survey conducted by Purchasing magazine to determine the impact 
of this trend on industry, purchasing men were asked how they are reacting to 
this greater availability of leased equipment, and the reasons why. 

Thirty-four per cent of the respondents reported that their companies now lease 
capital equipment. Forty-nine per cent of these firms are planning to lease addi- 
tional equipment, while 12 per cent of those not now leasing equipment are con- 
sidering doing so. 

Asked to cite the major considerations which would make leasing of capital 
equipment preferable to outright purchase, the respondents named these factors 
(listed in order of choice): (1) postponement of large initial capital outlay; (2) 
taxes (rental deductible as business expense); (3) test basis, to insure right selec- 
tion; (4) avoidance of obsolescence—easier plant modernizing; (5) reduction of 
maintenance costs and problems. 

In reporting on the types of equipment offered most on a lease basis, most 
respondents mentioned materials handling equipment, office machines, automobiles 
and trucks, construction equipment, machine tools, riveting equipment, packaging 
machines, air compressors, testing and inspection equipment, and welding tools 
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MAKING PROFIT-SHARING WORK 


Ir you are considering the adoption of 
profit sharing, you have plenty of com- 
pany. This fostering of the mutuality of 
interest between employer and employee 
is becoming more and more widely ac- 
cepted. 

Among the basic objectives of profit 
sharing are recognition of the contribution 
of human effort in the realization of profit, 
establishment of an incentive for increased 
production, and improvement in profit 
through decrease in waste or increase in 
efficiency. Profit-sharing compensation is 
seldom paid immediately upon completion 
of the work. Payment of compensation 
from profit sharing may be postponed to 
permit economies through the deferment 
of income tax. In many cases, it is post- 
poned to assure the application of the 
money to financial needs which may arise 
upon death, retirement, or termination of 
employment. 

Separating the receipt of pay from the 
performance of the work probably influ- 
ences the incentive value of any compen- 
sation device. As a general rule, incen- 
tive decreases in inverse proportion to the 
amount of base compensation paid. In 
other words, higher-paid employees tend 
to be motivated by deferred compensation 
more than employees in the lower income 
brackets of a business organization. How- 
ever, it is unlikely that most workers will 
work as hard for deferred compensation 
as they will for current pay. 

Profit sharing has also come to be used 
in programs with different objectives. Fre- 
quently, it adequately replaces a pension 
for retirement purposes. More frequently, 
profit sharing supplements the pension. 
In addition, deferred profit sharing can 
be used to build a reserve to provide 
money for severance, for cash emergen- 
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cies, and for other benefits not ordinarily 
provided by a pension plan. Thus em- 
phasis in a profit sharing plan can be on 
a compensation objective, or a benefit ob- 
jective; or the two objectives can be 
merged. 


Regardless of the type of plan contem- 
plated, here are some simple tenets that 
can serve as a guide to the establishment 
of an effective and successful program. 

Is the climate healthy? Is there an at- 
mosphere of mutual respect and confi 
dence among the people in the company— 
stockholders, directors, officers, super- 
visors, workers? Without it, no profit- 
sharing plan is likely to bring the desired 
results. Does one of these groups feel 
that the others are lucky to have a job 
and another group feel the rest are there 
only because of them? If so, skip the 
profit sharing plan. Is profit sharing con- 
sistent with the way you do business and 
the way you treat your employees in other 
areas of human relations? . Many advo 
cates of profit sharing point to some of 
the outstanding examples of successful 
operation and say, “See what profit shar- 
ing has done for them.” Don’t overlook 
the fact that those companies might have 
been equally successful without profit 
sharing. 

Are you prepared to tell all? Are you 
set up to tell people in the company what 
profit sharing is, what it can and cannot 
do, what’s good about it and what isn’t? 
Unless you're in a position to give the 
facts about your financial situation, your 
plan will not be the effective tool it could 
be. Partial disclosure is likely to result 
in doubt and disbelief, defeating the very 
aim of profit sharing. 


Is yours really a profit sharing plan? 
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Are you actually sharing profits or only 
a portion of profits? If you're setting 
aside percentages of net worth or certain 
amounts for dividends before the split, 
you'll weaken the impact of profit sharing. 

Is it tied in with a sound compensation 
structure? Is there a sound pay policy? 
If not, it may not be true profit sharing 
but rather contingent compensation that 
can only lead to trouble when profits are 
low. Profit sharing is not a substitute for 
good pay. 

Does everybody share alike—not the 
same number of dollars, but the same per- 
centage? If pay structure is sound and 
reasonable, a plan will supplement and 
improve it. If not, the profit sharing 
plan will magnify and accentuate inequi- 
ties. 

Can you afford it? Are you assuming 
that a profit sharing plan will pay for 
itself? Many of the advocates of profit 
sharing point to situations where a pro- 
gram has paid for itself many times over, 
but if you're depending on increased 
profits to make the plan effective, you're 
on thin ice. Profit sharing may be a good 


management tool, but it is not a substitute 
for good management. 

Are you willing to work at making 
profit sharing work? Profit sharing can 
be an effective vehicle for communication 
of ideas on all phases of operations. It 
can bring “economic education” down 
out of the clouds and make it a matter 
of lively day-to-day concern of every em- 
ployee. But it calls for careful planning 
and consistent follow-through. 

Properly conceived, installed, admin- 
istered, and communicated, a profit-shar- 
ing plan can give everyone participating 
in it a feeling of personal importance 
through such participation; a recognition 
of the relationship of the individual job 
to the over-all successful operation of the 
company; and exposure to general, com- 
pany, and personal economic ideas and 
principles, and their inter-relationship, 
which cannot be communicated as effec- 
tively in any other way. 

The timeworn expression urging team- 
work, “Let’s all pull together,” always 
sounds good. But it sometimes provokes 
the question “For what?” There’s an an- 
swer to that question in profit sharing. 


—For Your Information (Edwin Shields Hewitt and Associates, Libertyville, IIl.), 
Vol. 7, Nos. 1 & 2, p. 6:2. 


Working Capital and Liquidity: The Picture Could Be Brighter 


CORPORATE WORKING CAPITAL continued its 14-year climb last year, but the curve 


was flattening out. 


For the year as a whole, the rise was the smallest since the 


Securities & Exchange Commission started keeping estimates of working capital. 
By SEC reckoning, at the close of 1953 all U. S. corporations (except insurance 
companies and banks) had current assets that topped current liabilities by a 


margin of $92.7 billion. 


This spread was $2.8 billion larger than the margin at 


the end of 1952—a gain of 3.1 per cent for 1953—and $41.1 billion (or 80 per 


cent) above the close of 1945. 


According to the SEC survey, the entire $2.8 billion gain for 1953 was chalked 
up by two categories of corporations: manufacturing and finance. Working capital 
of manufacturing companies rose $1.6 billion during the year, a gain of 3 per cent 


for all companies. 
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Finance companies reported the remaining $1.2 billion of the 





year's gain. Dollar figures of this category are relatively small—only $6.8 billion 
of the $92.7 billion at year-end—but the percentage gain was substantial (21 per 
cent). 

Business liquidity, on the other hand, was little better at the end of 1953 than 
at the end of 1939—in fact, during the past 10 years it has retrogressed while 
total working capital was zooming. Since 1939, working capital has risen $68.2 
billion—238 per cent—but the other indexes haven't kept pace. At the close of 
last year current assets covered total current debts only 1.95 times, compared with 
1.82 times in 1939 and 2.13 times in 1945; quick assets (cash, government bonds, 
receivables) covered current debts only 1.23 times, compared with 1.17 times in 
1939 and 1.5 times in 1945; and cash and government bonds covered current debts 
only 0.54 times, compared with 0.43 times in 1939 and 0.93 times in 1945. 

—Business Week 5/15/54 


Capital Investment—How Much Per Worker? 


IT TAKES a lot of money to provide the tools, equipment, and facilities for each jop 
in an industry. According to the latest figures, the average capital investment in 
1950 for each worker in manufacturing was $10,079. Here are average figures for 
various manufacturing industries in that year: 


Automobiles , $ 9,696 
Chemicals and products 21,434 
Electrical machinery and equipment 8,447 
Food and beverages ; 13,135 
Furniture and finished lumber products 

Iron and steel, nonferrous metals and products 

Leather and products 
Machinery, except electrical 
Paper and allied products 
Petroleum and coal products 
Rubber products 

Stone, clay and glass products 
Textile mill products 

Tobacco manufactures 
Miscellaneous manufacturing 











—Management Information (Elliott Service Company, 30 North MacQuesten Parkway, 
Mt. Vernon, N. Y.) 4/12/54 





THE RISING TIDE OF TAXES: In 1929, tax payments to the Federal Government 
were 4.4 per cent of the national income. By 1939, the percentage exceeded 9 
per cent, and by 1945 it was 23 per cent. Last year federal taxes absorbed 24 per 
cent, and this year they will take at least 25 per cent. Adding state and local 
taxes, the total burden this year is about 32 per cent of our national income. It 
has been estimated that when all types of taxes are included, even the lowest in- 
come groups give up about 20 per cent of their income in taxes. In the $3,000- 
to-$5,000 group, which now includes about one-third of all families, taxes of all 
kinds absorb from 25 per cent to 30 per cent of incomes. Above $10,000, the 


proportion rises from 35 per cent to more than 90 per cent for the largest in- 
comes. 


—Franx E. Pacxarp in Tares (Commerce Clearing House, Chicago) 2/54 
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THE CONTROLLER'S FUNCTION IN TOP-LEVEL 
MANAGEMENT. By Glenn A. Welsch. The 
Journal of Accountancy (270 Madison Avenue, 
New York 16, N. Y.), July, 1954. 75 cents. 
Modern controllership is a vital segment of 
management involved in the over-all planning 
and coordinating of the company’s activities. 
Considerable effort has been directed toward 
raising its status, this author points out; to 
achieve proper recognition, however, the indi- 
vidual controller must consistently distinguish 
controllership from his subsidiary record-keep- 
ing and accounting functions and sell his pro- 
gram to all levels of management. 


EFFECTIVE REPORTING TO MANAGEMENT. By 
W. E. Jackman. Cost and Management (66 
King Street East, Hamilton, Ont.), May, 1954. 
50 cents. Offering suggestions on how the 
accountant can improve his reports to manage- 
ment, this article includes a case history illus- 
trating what can be achieved through imagina- 
tive reporting, an outline of important control 
reports for each level of management, and a 
checklist of do’s and don'ts for presenting data 
effectively. The author stresses the necessity 
of suiting the report to the responsibility and 
capacity of the user. 


BIG BOARD SELLS SMALL INVESTORS “SHARE OF 
AMERICAN BUSINESS.” By Lawrence M. Hughes. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), June 1, 1954. 50 cents. 
Several times as many people as now own 
stock could afford to buy shares in publicly- 
owned corporations; moreover, American in- 
dustry badly needs new capital for necessary 
replacements and expansion. The “radical” 
Monthly Investment Plan, here described 
through an interview with G. Keith Funston, 
President of the N. Y. Stock Exchange, has 
made an impressive start toward remedying 
this situation. 


PROFIT DETERMINATION IN RENEGOTIATION. 
By J. Fred Weston and Rodger E. Karren- 
brock. The Controller (1 East 42 Street, New 
York 17, N. Y.), May, 1954. 50 cents. Three 
earnings standards formulated here are de- 
signed to narrow the boundaries within which 
a final determination of profits may be made 
in renegotiation, rate-making, establishment of 
tax policies, wage negotiations, etc. Also pro- 
vided is a checklist for use in organizing ma- 
terial to evaluate efficiency of performance. 
With these aids, a final allowable rate of re- 
turn may then be calculated. 
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KEEPING THE TAX LIABILITY AT A MINIMUM. 
By Robert R. Schorn. The Internal Auditor 
(120 Wall Street, New York 5, N. Y.), June, 
1954. $1.00. Because of his first-hand knowl- 
edge of the company’s structure and operations, 
the internal auditor is well equipped to de- 
velop accounting information for tax work, 
the author states. Some areas in which he can 
help achieve tax savings are suggested here— 
e.g., assisting with tax-basis balance sheets, 
reviewing insurance recoveries, and selecting 
advantageous inventory locations 


THEY HOLD THE KEY TO INVESTMENT BILLIONS. 
By Daniel F. Micholson. Commerce (1 North 
La Sa'le Street, Chicago 2, Ill.), May, 1954. 
35 cents. The rise of the security analyst to 
his present influential status is a significant 
economic development of the past decade. 
The author here reviews how the stock mar- 
ket crash of 1929, government experimenta- 
tion during the New Deal period, soaring in- 
come taxes, the emergence of the institutional 
investor, and the growth of the insurance 
companies as a factor in the investment mar- 
ket have combined to make the analyst a 
vital link between professional business man- 
agement and professional investment manage- 
ment. 


MANAGEMENT PLANNING AND THE AC- 
COUNTANT TO-DAY. By Donald McMaster. 
Cost and Management (66 King Street East, 
Hamilton, Ont.), April, 1954. 50 cents. Offers 
some specific suggestions for correlating the 
accounting and management functions in plan- 
ning. Maintaining that the accountant’s job is 
to evaluate the effect of alternative plans upon 
future earning capacity, the author reviews 
typical problems in management planning to 
show that there are various cost concepts 
which may or may not be relevant and that, 
in the final analysis, it is the accountant’s re- 
sponsibility to choose the concept to be used. 


HOW WILL BUSINESS ELECTRONICS AFFECT THE 
AUDITOR'S WORK? By Joseph Pelej. The Jour- 
nal of Accountancy (270 Madison Avenue, 
New York 16, N. Y.), July, 1954. 75 cents. 
It is unlikely, the author believes, that the 
widespread use of electronic equipment will 
alter greatly auditing operations, since the 
same need for control—and probably the same 
pattern of control—will continue to exist. At 
the same time, however, the application of ad- 
vanced mathematical techniques to business 
procedures will undoubtedly increase. 

















Insurance Management 











SPLIT-DOLLAR INSURANCE: 


NEW WRINKLE IN EXECUTIVE COMPENSATION 


A wumoter of companies looking for 
ways of tying in insurance benefits with 
executive compensation are running 
across a strange-sounding phrase nowa- 
days. Their insurance advisors are urg- 
ing them to look into “split-dollar” in- 
surance. 

The split-dollar plan was devised a 
couple of years ago by Prentice-Hall, Inc., 
publishers of books, tax reports, and the 
like. Prentice-Hall adopted the plan for 
its own executives. It caught on, and 
now it’s being offered by several insurance 
companies—though some of the biggest 
ones are still holding off. 


What the “split-dollar” means is that 
the executive and his company can split 
the dollar cost of a policy. For the execu- 
tive, this means decreasing premium pay- 
ments as the years go by, and a tax saving, 
too—because he not only doesn’t pay the 
whole premium, but he doesn’t pay taxes 
on all of what the company pays for him, 
either. 


An ordinary life insurance policy pro- 
vides two things for the insured. First 
and most important is protection, or cov- 
erage against the risk of death before his 
time. The second is a means of saving. 
Because of this savings feature, the in- 
sured can turn in the policy at any time 
and receive cash for it. The cash value 
of a policy is necessarily small in the early 
years of the policy; but it grows as the 
insured lives out his expectancy. The in- 
crease in cash value becomes greater each 
year. By about the 10th year this annual 
increase is larger than the yearly pre- 
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mium. This means that the cash value 
of the policy, while still much less than 
the face value, is providing savings and 
security for the insured at a greater rate 
every year he lives. 


In the case of split-dollar, the company 
takes out a policy for the executive— 
usually ordinary life—and pays the part 
of the premium that corresponds to the 
increase in cash value; the executive pays 
the balance. As the cash value increases, 
the executive's share of the premium de- 
creases—so rapidly that within 10 years 
his payments cease. If the insured dies, 
the company is entitled to the cash value 
and the executive’s beneficiary gets the 
difference between the face and cash 
values. 


Suppose, for example, that an actual 
policy—an ordinary life policy for $25,- 
000 offered by the Mutual Life Insurance 
Co. of New York—has been taken 
out by John Smith, an executive with a 
company that likes the split-dollar sys- 
tem. Since there is no cash value the first 
year, Smith pays the whole premium: 
$500. The second year, the policy ac- 
quires a cash value of $125 on the pay- 
ment of the second-year premium; the 
company pays an amount corresponding 
to this ($125), leaving Smith only $375 
to pay. In the fourth year, Smith’s share 
is down to $63; in the eighth, it’s $4, and 
by the 10th he doesn’t pay anything. This 
is because the increase in cash value has 
become equal to the premium and the 
company now pays everything. 

At the end of 20 years, Smith has paid 
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a total of $1,164 for an average coverage 
during these years of $21,370. His cover- 
age decreases as the cash value increases, 
because the executive is entitled only to 
the difference between the face and cash 
values. 

At the 20th year, the theoretical cash 
value is $7,450; and the coverage Smith 
now has is the balance, or $17,550. 
Actually, the cash value is a bit larger 
than $7,450, because this figure repre- 
sents only what the company has paid in 
premiums. After the 10th year, the cash- 
value increase becomes greater than the 
premium, because the interest in the re- 
serve is growing. 

In the case of Smith's policy, this dif- 
ference amounts to $900 by the 20th 
year; and this is turned over to him. Sub- 
tract this from the $1,164, representing 
his total payments, and Smith’s net pay- 
ments come to $264 for a 20-year $25,000 
policy. That’s a little more than $13 a 
year. And the company has not lost any- 


thing except interest on its money, as it 
gets back exactly what it puts in, in the 
form of the accufnulated cash value. 

In spite of the advantages, some in- 
surance companies, such as the Equitable 
Life Assurance Society of the U. S. and 
the Metropolitan Life Insurance Co., are 
hesitant about issuing these policies. They 
give these reasons: 

The executive receives decreasing cover- 
age. 

The company has the right to cancel 
the policy, and the executive may not be 
able to afford to buy out the company’s 
interest. 

The Bureau of Internal Revenue has 
recently ruled that the “economic benefit” 
received by the executive is to be con 
sidered as added income, and that a part 
of the company’s premium payment is 
taxable income for him. 

Some states have laws forbidding a 
company to lend money to an officer. 
Split-dollar is often interpreted as a loan. 


—Business Week, July 24, 1954, p. 64:2. 


New Growth in Insured Pension Plans 





ACCORDING TO figures released by the Institute of Life Insurance, a record number 
of nearly four million persons were covered at the start of this year under 15,730 
insured pension plans. $8 billion has already been set aside as reserves, which are 
now increasing by more than $1 billion annually. 

Future retirement income provided by the insured pension plans now in force 
is more than $1.4 billion annually, as against $1.3 billion a year ago and $840 
million only four years ago. Even these figures are not the full measure of the 
eventual pension payments, observes the Institute, since additional amounts will 
be added as the covered employees continue in service. The number of persons 
now covered by insured plans is 370,000 more than the year before—the largest 
gain in any single year on record. 

The number of companies using insured pension plans has increased from 6,700 
at the end of 1945, and 13,930 a year ago, to the present 15,730, the Institute 
points out. Three-fourths of all those covered by insured pensions are under group 
annuity plans. More than 3 million persons are covered under 3,930 group plans, 
with $915 million annual income already set up under these plans. 

Premium payments under the group annuities were $960 million in 1953, and 
total reserves back of these group plans had grown to nearly $7 billion at the 
start of 1954. 
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SALARY INSURANCE FOR DISABLED EXECUTIVES 


W iat Happens to the higher-paid ex- 
ecutive who becomes ill or otherwise dis- 
abled for a long time? 

If his company has a reasonably liberal 
benefit plan, he will get a pension when 
he is 65. A hospitalization plan will help 
him finance his medical bills. If he is 
laid up because of an accident or sickness 
he will get his regular salary, or a major 
portion of it, for perhaps as long as a year. 

But what if he is disabled for several 
years well before his retirement age? He 
has been drawing a good salary, has estab- 
lished a relatively high standard of living, 
and has assumed financial responsibilities 
difficult to shed. His company can’t af- 
ford to continue paying him his salary, 
and his savings are being quickly used up. 
In short, he is in a jam. 

In recent years at least two insurance 
companies—there may be more—have de- 
veloped group insurance plans to ease the 
plight of disabled, management personnel 
in the higher salary brackets. They are 
the Continental Casualty Company, of 
Chicago, and the Provident Life & Acci- 
dent Insurance Company, of Chatta- 
nooga. 

Both companies emphasize that a plan 
of salary continuance cannot be rigid if 
it is to do the job properly. It must be 
specifically designed to fit the needs of the 
executive group to be insured. All gaps 
in existing programs must be filled; the 
plan must dovetail with the existing com- 
pany program, and it shouldn't overlap. 

Generally speaking, Provident Life & 
Accident’s plan provides up to 40 per 
cent of basic salary for executives earning 
up to $12,000 a year and one-third of 
basic salary to those earning over that 
amount, up to the maximum benefit limit. 
Ford Motor Co., for which Provident has 
written a plan, is an example. Roy L. 


Jacobus, Ford's insurance and pension de- 
partment manager, describes it this way: 


“Our executive personnel, several hun- 
dred in number, do not participate in the 
group disability benefits available to other 
employees, and there formerly was no 
formal salary continuance plan extending 
beyond the first three months’ disability. 
Each case was considered individually. To 
fill the existing need, a plan was developed 
which provides for conversion to indi- 
vidual non-cancellable policies upon ter- 
mination of membership in the group. 


“The program, which was accepted by 
99 per cent of those eligible, is not a so- 
called cost-plus arrangement like other 
group policies. The monthly benefits are 
geared to one-third of base salary, to a 
maximum of $833, and are payable, after 
a 90-day waiting period, for life or until 
age 65, in the case of accident; and for 
10 years or until death or age 65, which- 
ever occurs first, in the case of illness. 
No medical examinations are required if 
the employee subscribes when he becomes 
eligible.” 

Provident points out that the monthly 
benefit payment represents net income, 
since, under present laws, benefits received 
from accident and sickness insurance are 
not subject to federal income tax. 

The employer is required to pay at least 
50 per cent of the premium, which is de- 
ductible for tax purposes. 


The plan is guaranteed in that the in- 
surance company cannot terminate the 
master policy as long as 75 per cent of 
those eligible are covered. The premium 
rate is guaranteed for at least five years, 
and any premium changes made after that 
will affect only new entrants into the plan 
and increases in benefits due to salary in- 
creases. 
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Benefits are provided on a level-premi- 
um group basis. There is no increase in 
premium because of increase in age. 

Continental Casualty says equitable 
rating of its plans is achieved through the 
use of the quinquennial rating system, 
which takes age into account in deter- 
mining the premium—i.e., a man of 30 


would pay less premium than a man of 
50. Once an executive is enrolled in the 
plan for a specified amount of weekly in- 
demnity, the rate for this amount will not 
increase when he moves into a higher age- 
rate bracket. Pre-existing conditions are 
covered under the Continental Casualty 
plan, and individuals cannot be cancelled. 


—ELMER WHEELER. Journal of Commerce, July 2, 1954, p. 1:2. 


Fire Safety Rules for the Suburban Plant 


THE TREND TO decentralization can create the biggest fire hazard in U. S. history. 
Since 1946 thousands of factories, warehouses and stores have blossomed in subur- 
ban areas and small towns—but in the average small town, the fire department is 
set up and equipped for small-town needs. It has enough pumpers, hose, and 
other gear to handle a fire in someone's home, garage or store. The water supply 
is in proportion; mains usually are four to eight inches in diameter, and often 
many of them “dead end” at the edge of town. Consequently, if a large factory 
or supermarket is set up nearby, fire-fighting facilities don’t measure up. 

However, communities can’t eliminate the danger without management's co- 
operation. If your company is planning to erect a new building, here are six 
valuable reminders: 

1. Be sure the local fire department can handle any fire you might have. Check 
on water supply, size and layout of mains, pumpers, hose and other equipment— 
including that of nearby companies that might have to be called on. 

2. Be intelligent about construction. Regardless of local restrictions, plan to 
use fire-resistive materials and to avoid excessively large areas. If the building is 
to have more than one story, see that flame-transmitting vertical openings, such 
as stairwells, are properly cut off. 

3. Provide for automatic fire protection. Sprinklers and alarms should operate 
on a 24-hour, seven-day, 52-week basis. Sprinklers should be connected to a 
central station by an alarm system that will warn of mechanical troubles. 


4. Provide for manual protection—extinguishers, pumps, hydrants, hose, and 
such special protection as automatic-foam or water-spray installations. 

5. Segregate hazardous practices and materials behind fire walls—or, better yet, 
in separate buildings. 

6. Set up a rigid system of plant inspection. This should cover not only house- 
keeping but also regular check-ups to see that fire doors will close, extinguishers 
are in place, and so on. 

In an existing building the cost of changing the construction or installing auto- 
matic equipment may seem prohibitive. 

It costs very little, however, to assign one management man to take continuing 
responsibility for fire protection. Let him name foremen or other personnel to 
specific jobs— inspection, training of in-plant firefighters, safety instruction for all 
personnel—and see that they are carried out. Moreover, money spent for fire 
prevention or protection comes back in lower insurance rates. Though the latter 
vary locally, a supervised sprinkler system, for example, can cut your rate as much 
as 90 per cent. On the average, such installations pay for themselves in five to 
eight years. 

—Morris WeEEKs, Jr. in Nation’s Business 6/54 
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Insurance Benefits for Striking Employees 


WHO FOOTS THE BILL for insurance benefits when employees are out on strike? 
The answer seems to vary from company to company. 

Philco Corp. stopped paying insurance premiums when 8,000 employees went 
on strike. Health and welfare benefits are an integral part of the contract, said the 
company; when the contract terminated, so did the benefits. 

When Lever Brothers stopped financing employee insurance during a 13-week 
strike last year, the union took over the premiums. The company apparently re- 
sumed payment some time before the strike ended, but in the final settlement it 
was agreed that the local or its members would reimburse the company for premiums 
covering a six-week period. 

At North American Aviation, employees were notified shortly after last year’s 
strike began that the company would take over employee contributions to group 
insurance and collect at the end of the strike. A similar approach was used in the 
1949 strike at Ford. Afterwards, the company and Michigan Blue Cross agreed that 
premiums advanced by Ford during future strikes would be refunded by the 


carrier if the company were unable to collect from employees. 
—Labor Policy and Practice (Bureau of National Affairs, Inc.) 5/13/54 
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BUSINESS CONTINUATION INSURANCE. By Leo 
E. Kietzman. The Casualty & Surety Journal 
(60 John Street, New York 38, N. Y.), July, 
1954. $1.50 a year. A discussion of the cover- 
ages offered by business interruption insur- 
ance, designed primarily to cover income losses 
from suspended operations, and by extra ex- 
pense insurance, which is intended to pro- 
tect any business that can continue to operate 
during a suspension caused by an insurable 
peril by using other available facilities or by 
purchasing its service or product from others. 


WORKMEN'S COMPENSATION _ PICTURE. By 
Gardner V. Fuller. Best's Insurance News 
(76 Fulton Street, New York 38, N. Y.), 
July, 1954. 50 cents. The development of new 
industries, with hazards which are not ap- 
praisable in advance, and the increasing fre- 
quency of claims for partial loss of hearing 
as a result of industrial noise are two im- 
portant factors in the cost of workmen's 
compensation insurance today, the author 
points out. Since benefit rates under state law 
will continue to present a complex and con- 
fusing picture, industry's chief concern should 
obviously be to reduce the frequency and 
severity of accidents and occupational disease 
through proper controls and procedures. 


RECENT DEVELOPMENTS IN PENSION PLANNING: 
A CHALLENGE TO THE INSURANCE INDUSTRY. 
By Ben B. Sutton. The Journal of Finance 
(American Finance Association, 5750 Ellis 





Avenue, Chicago 37, Ill.), May, 1954. $3.00 
per year. Pointing to a trend toward provid- 
ing retirement income that will fluctuate with 
changes in the price level, this article describes 
such significant developments as the TIAA- 
CREF plan and discusses some of the problems 
which will confront the insurance industry as 
this trend develops. Whether insurance com- 
panies should attempt to provide variable an- 
nuity income and how such plans might best 
be developed are two of the questions the 
author attempts to answer. He suggests the 
need for much greater research in this field 
than has been undertaken in the past. 


GM'S WAR AGAINST FIRE. By James C. Jones. 
Factory Management and Maintenance (330 
West 42 Street, New York 36, N. Y.), July, 
1954. 50 cents. Facts on the fire-protection 
program being put into effect in all General 
Motors’ plants to apply the lessons of Livonia 
(where all preventive measures specified by 
building code authorities and underwriters 
were in effect at the time of last year's dis- 
aster). Among the features of the new pro- 
gram: No open manufacturing areas are to ex- 
ceed 250,000 square feet, and all such areas 
will be 100 per cent sprinkler-covered; all 
plants must have at least two sources of water 
supply; improved mobile fire-carts are to be 
installed in greater number; high-flash-point 
production materials are to be substituted for 
low-flash materials wherever possible. 
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Putting the “Office Revolution” te Work... 


AMA 
OFFICE MANAGEMENT CONFERENCE 


OCTOBER 20-22 . HOTEL ASTOR . NEW YORK 





New machines and constantly improving methods hold bright promise for 
increasing clerical productivity. But what has been the actual experience in 
companies where these new techniques have been introduced? Do they fit in 
well with established routines? How is coordination with personnel training 
affected? How do the savings balance against the costs incurred through disrup- 
tion of old ways of doing the job? 


The AMA Office Management Conference will examine just such questions 
as these. Companies and executives who have come to grips with these and 
other current problems will share their experiences with conference registrants 
and answer questions put to them. 


Among the subjects to be couered: 


Thinking Through Computer Acquisition 
Computers and People 

Programming the Computer for Clerical Production 
How to Organize a Cost-Reduction Program 

The Administrative Function: A New Pattern 


Supervisors’ Attitudes and Cost Reduction 


Increasing Clericcl Production: A Panel Report on the 
Comprehensive Program of Four Major Companies 


Programming for a New Office Building 


@ People and Policy: A Challenge to Management 
INSURE YOUR ATTENDANCE—REGISTER NOW! 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Street New York 36, N. Y. 








Increase your company’s profits 
with successful internal reporting: 


REPORTS TO TOP MANAGEMENT 


for 










Effective Planning and Control 





For faster and better executive action ... greater control 





accuracy ... increased planning efficiency . . . more man- 


agement time for more management duties... 

























This is a book which must rank high on the reading list of every 
executive ... For budgets, forecasts, control reports, periodic summaries 
of departmental operating results, etc., are basic to all types of business, 
and almost every executive utilizes them as a means of communication 
and a basis for decision-making. 





In this special AMA publication, report specialists from five leading 
companies describe their programs, each emphasizing a different aspect 
of the reporting problem. They give you practical answers to the basic 
questions about effective internal reporting: What is a report? How does 
a report motivate executive action? How are reports disseminated? What 
materials are contained in a report? . .. And you'll also find the fine 
points of reporting discussed in detail, with illustrations of selected report 
forms, typical reports, and sample charts. 


117 pages $3.75 (AMA members, $2.50) 








HOW TO ORDER: 
You may order this publication through: 


Publication Sales Department MR 2 
American Management Association 
330 West 42nd Street © New York City 36 


To expedite orders and reduce bookkeeping, the Association requests 
remittances with orders under $5.00. Such cash orders must be 
accompanied by a 20c postage and handling charge. @ On cash 
orders totaling more than $5.00, AMA will absorb postage and 
handling charges. @ Stamps cannot be accepted. Add 3% sales 
tax for orders delivered in New York City. 
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